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Proposal 


Proposed  Rule  Making 


SMALL  BUSINESS  ADMINISTRA¬ 
TION 

M3  CFR  Part  1071 

SMALL  BUSINESS  INVESTMENT 
COMPANIES 

Notice  of  Proposed  Rule  Making 

Notice  is  hereby  given  that  pursuant 
to  authority  contained  in  section  308  of 
the  Small  Business  Investment  Act  of 
1958,  Public  Law  85-699,  72  Stat.  694,  as 
amended,  it  is  proposed  to  amend,  revise, 
and  recodify  Part  107  of  Subchapter  B, 
Chapter  I,  of  Title  13  of  the  Code  of  Fed¬ 
eral  Regulations.  Prior  to  the  final  adop¬ 
tion  of  this  revision  and  recodification, 
consideration  will  be  given  to  any  com¬ 
ments  or  suggestions  pertaining  to  the 
proposed  amendments  therein  which  are 
submitted  in  writing,  in  triplicate,  to  the 
Small  Business  Investment  Division, 
Small  Business  Administration,  Wash¬ 
ington  25,  D.C.,  within  a  period  of  thirty 
days  of  the  date  of  publication  of  this 
notice  in  the  Federal  Register. 

Information.  The  proposed  revision 
will  assemble  Part  107  as  previously  pub¬ 
lished  in  the  Federal  Register  together 
with  previously  published  amendments 
thereto  (23  F.R.  9303,  25  F.R.  1397,  2354, 
2516,  3316,  5374,  5478,  5825,  7276,  8068, 
8855,  9845,  10087, 10388, 26  F.R.  183, 1854, 
2145,  and  2247) .  No  comment  is  invited 
or  required  thereon.  The  proposed  re¬ 
vision  also  changes  the  structure  and 
numbering  used  in  Part  107. 

Sections  are  redesignated  as  indicated 
in  the  following  tabulation: 


New  Old, 

107.11 . . .  107.102-1 

107.12. . . .  107.103-1 

107.101 .  107.201-1 

107.102. .  107.201-2 

107.103 .  107.201-4 

107.104. .  107.301-1 

107.105  .  107.301-la 

107.106  _  107.301-2 

107.107  _  107.301-3 

107.201  . 107.201-3 

107.202  _ 107.201-5 

107.203  _  107.301-5 

107.204  .  107.301-6 

107.205. .  107.301-7 

107.301  . . . .  107.302-1 

107.302  _ 107.302-2 

107.303  _  107.306-1 

107.401  . .  107.303-1 

107.402  . . .  107.303-2 

107.403—. . .  107.303-3 

107.501 .  107.304-1 

107.601 .  107.305-1 

107.701  _ _ _  107.306-12 

107.702  _  107.302-3 

107.703  . 107.308-6 

107.704  _ 107.308-7 

107.705  - Previously  proposed 

107.706  _ Previously  proposed' 

107.707  _ Previously  proposed 

107.708. .  107.306-1  (a) 

107.709  .  107.308-2 

107.710  .  107.308-3 

107.711  .  107.308-8 


New 

Old 

107.712 _ 

_  107.201-6 

107.713 _ 

__  _  New 

107.714 _ _ 

_  107.201-7 

107.715 _ 

_  107.308-9 

107.716 _ 

_  .  New 

107.801 . 

107.308-4 

107.802 _ 

_  107.308-5 

107.901 _ 

_  107.308-10 

107.902 _ 

_  107.308-11 

107.0100  _ 

__  107.1000 

107.0101 _ 

_  107.1001 

107.0102 _ 

_  107.1002 

107.0103 _ 

_  107.1004 

107.0104 _ 

107.1007 

107.0105  _  _ 

_  107.1008 

107.0106 _ 

_  107.1009 

The  proposed  revision  includes  pro¬ 
posed  amendments  previously  published 
in  25  F.R.  12754  and  in  26  F.R.  226  and 
851;  in  the  proposed  revision  these  pre¬ 
viously  published  sections,  with  changes, 
appear  as  §§  107.501  (e),  (f),  (g),  and 

(h) ,  107.601  (b),  (c),  and  (d),  107.705, 
107.706,  107.707,  107.710(b),  and  107.715 
(a).  Comment  is  invited  on  these  pro¬ 
posals. 

The  proposed  revision  also  publishes 
for  the  first  time  proposed  amendments 
to  §§  107.501  (c)  (2),  (i),  (k),  and  (1), 
107.704  (c)(2)  and  (f),  107.712,  107.713, 
107.715(g),  and  107.716  as  set  forth 
below. 

Section  107.501(c)  (2)  would  add  to  the 
definition  of  Equity  Securities;  §  107.501 

(i) ,  (k)  and  (1)  would  provide  certain 
expansions  and  limitations  in  connection 
with  the  providing  of  Equity  Capital; 
§  107.704(c)  (2)  would  restrict  interlock¬ 
ing  directors  or  officers,  or  the  owner¬ 
ship  of  more  than  10  percent  of  the  stock 
of  more  than  one  Licensee;  §  107.704(f) 
would  require  the  filing  of  SBA  Form 
525  before  a  Licensee  provided  financ¬ 
ing  or  consulting  or  advisory  services  to 
a  small  business  concern;  §  107.712  would 
require  identification  as  a  Federal  Li¬ 
censee  on  any  printed  matter,  including 
stationery;  §  107.713  would  prohibit 
more  than  one  Licensee  from  occupying 
the  same  physical  premises;  §  107.715(g) 
would  limit  financing  to  a  small  business 
concern  which  is  a  customer  of  a  vendor 
which  owns  or  controls  the  Licensee; 
§  107.716  would,  without  the  consent  of 
SBA,  prohibit  a  Licensee  from  purchas¬ 
ing  Equity  Securities  or  making  a  loan 
to  a  former  officer,  director,  or  owner  of 
10  percent  or  more  of  the  stock  of  a 
Licensee  for  a  period  of  six  months  fol¬ 
lowing  the  termination  of  such  owner¬ 
ship,  directorship,  or  control. 

Comment  is  invited  on  these  new  pro¬ 
posals. 

Therefore,  it  is  proposed  to  amend,  re¬ 
vise,  and  recodify  the  Small  Business  In¬ 
vestment  Companies  Regulation  as  set 
forth  below. 

Dated:  July  5,  1961. 

John  E.  Horne, 
Administrator. 

Sec. 

107.11  Scope  of  part. 

107.12  Definitions. 


Sec. 

107.101  Information,  instructions,  and 

forms.  ' 

107.102  Proposal. 

107.103  Preliminary  approval  of  corporate 

instruments  and  proceedings 

107.104  Charter  requirements. 

107.105  Waiver  of  paragraph  required  h» 

§  107.104.  1 

107.106  Source  of  charter. 

107.107  Organization  of  a  Licensee. 

License 

107.201  License  application. 

107.202  Prerequisites  for  issuance  of  Li. 

cense. 

107.203  Necessity  for  and  nature  of  License 

107.204  Fees  for  License  and  SBA  charter 

107.205  Surrender  of  License  or  SBA  char¬ 

ter. 

Capital  Requirements 

107.301  Initial  capital  and  surplus  of 

Licensee. 

107.302  Consideration  for  stock  of  Licensee. 

107.303  Maintenance  of  unimpaired  capi¬ 

tal. 

Borrowing  by  SBIC 

107.401  Conditions  and  limitations  upon 

borrowing  power  of  Licensee. 

107.402  .  SBA  operating  loans  to  Licensees. 

107.403  Purpose  and  loan  requirements. 

Equity  Capital 

107.501  Equity  capital  for  incorporated 

small -business  concerns. 

Long-Term  Loans 

107.601  Long-term  loans  by  Licensee  to 

small-business  concerns. 

General  Provisions 

107.701  Amendments  to  Act  and  regula¬ 

tions. 

107.702  Applicability  of  other  laws,  includ¬ 

ing  disclosure  to  investors  and 
stockholders. 

107.703  Government  liability. 

107.704  Activities  of  Licensee. 

107.705  Consulting  and  advisory  services. 

107.706  Subsidiary  corporation  for  con¬ 

sulting  and  advisory  services. 

107.707  Services  to  banks  or  other  financial 

institutions. 

107.708  Aggregate  limitation  on  invest¬ 

ments  and  loans. 

107.709  Conditions  governing  disburse¬ 

ment  of  SBA  funds. 

107.710  Idle  operating  funds. 

107.711  Insurance. 

107.712  Identification  of  Licensee. 

107.713  Common  tenancy. 

107.714  Branch  offices  and  agencies. 

107.715  Prohibited  uses. 

107.716  Self-dealing  limitation. 

Examinations  and  Reports 

107.801  Examinations. 

107.802  Reports. 

Compliance  and  Enforcement 

107.901  Enjoiner  of  violations. 

107.902  Forfeiture  of  License. 

Interpretations 

107.0100  Capital  structure  of  Licensees 
(interpreting  section  302  of  the 
Act). 

107.0101  Repayment  of  subordinated  deben¬ 
tures  (interpreting  section  302 
(a)  of  the  Act) . 
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7^0102  participation  by  SBA  with  a 
Licensee  under  section  7(a)  of 
the  Small  Business  Act  in  an 
SBIC  loan  (interpreting  sections 
302  and  303  of  the  Act). 
m7Ol03  Aid  for  agriculture  (interpreting 
1U*'  section  304  and  305  of  the  Act) . 

m7nl04  Short-term  loans  by  a  Licensee 
10  (interpreting  §  107.601(d) ) . 

ki7  0105  Eligible  investments  for  idle  oper¬ 
ating  funds  of  SBIC’s  (inter¬ 
preting  §  107.710). 

1070106  Employment  of  funds  provided 
small  business  concerns  by 
Licensees  (interpreting  §  107.715 
(a)). 

Authority:  §§  107.11  to  107.0106  issued 
under  sec.  308,  Pub.  Law  85-699,  72  Stat.  694; 
15  UjS.C.  687. 

§107.11  Scope  of  part. 

(a)  The  Small  Business  Investment 
Act  of  1958  became  law  August  21,  1958. 
Such  Act  has  been  amended  by  the  Small 
Business  Investment  Act  Amendments  of 
I960,  which  became  effective  June  11, 
1960. 

(b) /  The  purpose  of  the  act  is  to  im¬ 
prove  and  stimulate  the  national  econ¬ 
omy  in  general  and  the  small  business 
segment  thereof  in  particular. 

(c)  This  purpose  is  to  be  accomplished 
by  the  establishment  of  a  program  de¬ 
signed  to  stimulate  and  supplement  the 
flow  of  private  equity  capital  and  long¬ 
term  loan  funds  necessary  for  the  sound 
fjnn.np.ing  of  the  business  operations  of 
small-business  concerns  and  for  their 
growth,  expansion  and  modernization. 

(d)  Under  the  program : 

(1)  SBA  will  select  and  approve  (li¬ 
cense)  private  corporations  (chartered 
under  State  law  to  conduct  the  activities 
described  in  subparagraph  (2)  of  this 
paragraph)  which  shall  thereupon  be¬ 
come  eligible  for  (i)  financial  assist¬ 
ance  from  SBA  under  the  act,  (ii) 
discretionary  exemptions  under  the  Se¬ 
curities  Act  of  1933  and  the  Trust  In¬ 
denture  Act  of  1939,  as  well  as  a  specified 
exemption,  under  the  Investment  Com¬ 
pany  Act  of  1940,  (iii)  such  further  bene¬ 
fits  and  privileges  as  may  ever  be 
provided  by  Federal  or  State  laws  for 
corporations  licensed  by  SBA  under  the 
act,  and  (iv)  tax  benefits  specified  under 
the  Technical  Amendments  Act  of  1958. 
The  stockholders  of  such  corporations 
are  eligible  also  for  tax  benefits  specified 
under  the  Technical  Amendments  Act  of 
1958. 

References : 

1.  Securities  Act  of  1933,  15  U.S.C.A.  secs. 
77a-77aa. 

2.  Trust  Indenture  Act  of  1939,  15  U.S.C.A. 
secs.  77aaa-77bbbb. 

3.  Investment  Company  Act  of  1940,  15 
U.S.CA.  secs.  80a-l — 80a-52. 

4.  Securities  and  Exchange  Commission 
Regulations  issued  pursuant  to  the  above 
Acts  relating  to  small  business  investment 
companies. 

5.  Section  57,  Technical  Amendments  Act 
of  1958,  Public  Law  85-866. 

6.  Personal  Holding  Company  Tax  Section 
541,  Internal  Revenue  Code  of  1954,  26 
U.S.C.A.  secs.  541-547. 

7.  Sections  1.541-1—1.547-7  of  the  Income 
Tax  Regulations  of  the  Treasury  Department 
(26  CFR  1.541-1  to  1.547-7)  as  amended. 

8.  State  incorporation  laws. 

9. ' Bank  Holding  Company  Act  of  1956,  12 
U.S.C.A.  secs.  1841-1848. 


10.  Regulations  of  the  Federal  Reserve 
Board  under  Bank  Holding  Company  Act, 
12  CFR  222.1-222.108,  and  in  particular. 
Regulation  222.107. 

(2)  Private  corporations  will  be  char¬ 
tered  under  state  law  for  the  specific 
purpose  of  providing  funds  to  small 
business  concerns  (as  defined  by  SBA) 
through  the  purchase  of  Equity  Se¬ 
curities  as  defined  §  107.501  of  such 
concerns  and  through  the  disbursement 
of  long-term  loans  to  such  concerns. 
Such  corporations  will  be  authorized  to 
provide  consulting  and  advisory  services 
to  small  business  concerns  on  a  fee  basis 
for  such  services  actually  rendered.  All 
of  said  activities  will  be  subject  to  regula¬ 
tions  prescribed  by  SBA.  The  corpora¬ 
tions  will  be  examined  by  SBA  and  will 
make  reports  as  and  when  required  by 
SBA. 

(e)  The  program  will  be  administered 
in  such  a  manner  as  to  insure  the  maxi¬ 
mum  participation  of  private  financing 
sources. 

(f)  Any  financial  assistance  provided 
under  the  act  cannot  result  in  a  substan¬ 
tial  increase  of  unemployment  in  any 
area  of  the  country. 

(g)  The  program  will  be  administered 
by  SBA  through  its  Small  Business  In¬ 
vestment  Division. 

(h)  The  provisions  of  section  16  of  the 
Small  Business  Act  are  extended  specifi¬ 
cally  to  the  functions  under  the  Small 
Business  Investment  Act  of  1958.  That 
section  requires  that  whoever  makes  a 
statement  knowing  it  to  be  false,  or  will¬ 
fully  overvalues  any  security,  for  the 
purpose  of  obtaining  for  himself  or  for 
any  applicant  any  loan,  or  extension 
thereof  by  renewal,  deferment  of  action, 
or  otherwise,  or  the  acceptance,  release, 
or  substitution  of  security  therefor,  or 
for  the  purpose  of  influencing  in  any  way 
the  action  of  SBA,  or  for  the  purpose  of 
obtaining  money,  property,  or  anything 
of  value,  shall  be  punished  by  fine  or  im¬ 
prisonment  or  both. 

§  107.12  Definitions. 

Act.  “Act”  means  the  Small  Business 
Investment  Act  of  1958,  as  amended  by 
the  Small  Business  Investment  Act 
Amendments  of  1960. 

Administrator .  “Administrator”  means 
the  Administrator  of  SBA. 

License.  “License”  means  the  grant 
(evidenced  by  a  certificate  issued  to  the 
Licensee  and  registered  in  the  Washing¬ 
ton  office  of  SBA)  by  SBA  to  a  Pro¬ 
posed  Operator,  in  consideration  of  the 
representations  and  offers  contained  in 
the  License  Application,  of  authority  to 
conduct  its  business,  in  the  territory  de¬ 
scribed  in  the  License,  in  accordance 
with  and  subject  to  the  provisions  and 
purpose  of  the  act  and  regulations  of 
SBA  prescribed  thereunder;  and  includes 
the  privilege  of  receiving  financial  as¬ 
sistance  under  the  act  and  qualifies 
such  Licensee  and  its  stockholders  for 
any  and  all  other  rights,  privileges  and 
benefits  available  to  a  Licensee  and  its 
stockholders  under  the  provisions  of  the 
act  or  any  other  Federal  or  State  laws. 

License  Application.  “License  Appli¬ 
cation”  means  the  request  to  SBA  for  a 
License,  by  the  Proposed  Operator,  exe¬ 
cuted  and  submitted  on  SBA  Form  No. 


415,  which  shall  incorporate  by  refer¬ 
ence  the  Proposal  as  a  part  of  said 
request. 

Licensee.  “Licensee”  means  a  cor¬ 
poration  which:  Is  enfranchised  and 
chartered  under  State  law,  or  by  SBA 
under  section  301(c)  of  the  act,  to  con¬ 
duct  (in  accordance  with  and  subject 
to  the  provisions  and  purpose  of  the  act 
and  in  accordance  with  and  subject  to 
regulations  prescribed  by  SBA  under  the 
act)  in  the  territory  in  which  its  opera¬ 
tions  are  to  be  carried  on,  only  the  ac¬ 
tivities  described  under  Title  III  of  the 
act;  has  executed  and  submitted  a  Li¬ 
cense  Application;  and,  has  been  granted 
a  License. 

Operating  territory  or  area.  “Operat¬ 
ing  territory,”  “area  in  which  operations 
are  to  be  carried  on,”  “areas  in  which 
Licensee  operates,”  and  similar  terms, 
mean  the  territorial  area  or  areas  in 
which  a  Licensee  is  authorized  by  the 
terms  of  its  License  to  purchase  Equity 
Securities  as  defined  in  §  107.501  from,  to 
make  loans  to,  and  to  provide  consulting 
and  advisory  services  to  any  small  busi¬ 
ness  concern  (regardless  of  the  residence, 
domicile,  place  of  business,  or  location 
of  the  property  of  such  small  business 
concern)  so  long  as  such  purchase,  loan 
or  service  does  not  constitute  or  involve 
doing  business  in  any  State  not  included 
in  said  territorial  area  or  areas  so  as  to 
require  the  Licensee  to  register  or  other¬ 
wise  comply  with  the  laws  of  such  State 
as  a  foreign  corporation. 

Proponents.  “Proponents”  means  in¬ 
dividuals  or  other  entities  which  execute 
and  submit  a  Proposal. 

Proposal.  “Proposal”  means  the  in¬ 
formation  and  representations  contained 
in  SBA  Form  No.  414,  submitted  by  Pro¬ 
ponents  with  the  request  that  SBA  con¬ 
sider  the  same  and  issue  an  approval  for 
the  Proponents  to  proceed  with  all  action 
(including  the  incorporation  or  conver¬ 
sion  of  the  Proposed  Operator)  neces¬ 
sary  to  qualify  the  Proposed  Operator 
for  execution  and  submission  of  a 
License  Application.  A  Proposal  is  in 
effect  a  preliminary  License  Application 
(see  definition  of  “License  Application”) . 

Proposed  Operator.  “Proposed  Op¬ 
erator”  means  the  company  identified 
and  described  in  a  particular  Proposal 
and  recommended  therein  as  a  prospec¬ 
tive  Licensee. 

SBA.  “SBA”  means  the  Small  Busi¬ 
ness  Administration. 

SBID.  “SBID”  means  the  Small  Busi¬ 
ness  Investment  Division  of  SBA. 

Small  business  concern.  A  small  busi¬ 
ness  concern  for  the  purpose  of  receiving 
financial  or  other  assistance  from  small 
business  investment  companies  is  a  con¬ 
cern  which: 

(a)  Together  with  its  affiliates,  is  in¬ 
dependently  owned  and  operated,  is  not 
dominant  in  its  field  of  operation,  does 
not  have  assets  exceeding  $5,000,000, 
does  not  have  net  worth  in  excess  of 
$2,500,000,  and  does  not  have  an  average 
net  income,  after  Federal  income  taxes, 
for  the  preceding  two  years  in  excess  of 
$250,000  (average  net  income  to  be  com¬ 
puted  without  benefit  of  any  carry-over 
loss) ;  or 

(b)  Qualifies  as  a  small  business  con¬ 
cern  under  §  121.3-10  of  this  chapter. 
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Proposal  ^ 

§  107.101  Information,  instructions  and 
forms. 

Detailed  printed  information,  instruc¬ 
tions  and  SBID  Forms  covering  the  pro¬ 
cedure  and  basic  requirements  in  the 
grant  of  a  License,  may  be  obtained  from 
SBID  through  the  Washington  or  any 
Regional  or  Field  Office  of  SBA. 

§  107.102  Proposal. 

(a)  A  Proposal  shall  be  submitted  on 
SBA  Form  No.  414 1  to  SBID  through  a 
Regional  Office  of  SBA. 

(b)  Such  proposal  shall  include  such 
further  matters,  in  addition  to  those 
matters  required  by  SBA  Form  414,  as 
SBA  may  require  by  regulation  or  other¬ 
wise  or  which  may  be  submitted  by  the 
Proponents  as  part  of  the  Proposal. 

(c)  In  considering  whether  to  issue 
a  License  to  a  Proposed  Operator,  due 
regard  will  be  given,  among  other  things, 
to  the  need  for  financing  of  small  busi¬ 
ness  concerns  of  the  type  intended  to  be 
assisted  by  the  Proposed  Operator,  pro¬ 
vided  the  License  shall  not  grant  to  the 
Licensee  any  exclusive  right  in  any  area 
or  areas  set  forth  therein. 

(d)  Counsel  for  the  Proponents  or 
Proposed  Operator  shall  submit  as  a  part 
of  the  Proposal  his  opinion  that,  among 
other  things,  the  Proposed  Operator  is 
or  can  be  chartered  under  State  law  to 
conduct  (in  the  territory  in  which  its 
operations  are  to  be  carried  on)  only  the 
activities  described  under  Title  III  of 
the  act,  in  accordance  with  and  subject 
to  the  provisions  and  purpose  of  the  act 
and  in  accordance  with  and  subject  to 
regulations  prescribed  by  SBA  under  the 
act. 

(e)  Immediately  upon  receipt  by 
SBID  of  each  Proposal,  SBID  shall  reg¬ 
ister,  assign  an  identification  number 
thereto,  and  acknowledge  receipt  of  the 
same. 

(f)  The  submission  of  a  Proposal 
shall  constitute  an  authority  to  SBA  to 
proceed  with  the  consideration  thereof 
and  to  conduct  without  liability  to  SBA 
or  anyone  acting  for  or  on  behalf  of 
SBA,  any  investigations  and  inquiries 
with  respect  to  any  or  all  matters,  indi¬ 
viduals  or  other  entities  referred  to  in 
the  Proposal,  as  may  be  determined  by 
SBA. 

(g)  After  consideration  of  a  Proposal 
SBA  shall  notify  the  Proponents,  either: 

(1)  That  the  Proponents  may  proceed 
with  all  action  necessary  to  qualify  the 
Proposed  Operator  for  execution  and 
submission  of  a  License  Application ; 
which  action  shall  be  completed  and  a 
License  Application  submitted  by  the 
Proposed  Operator  within  90  days  from 


1  Filed  with  the  Federal  Register  Office  as 
part  of  the  original  document.  Copies  of 
SBA  Form  414,  Proposal  To  Operate  a  Small 
Business  Investment  Company,  together  with 
instructions,  are  available  at  the  Office  of 
the  Deputy  Administrator,  Investment  Divi¬ 
sion,  Small  Business  Administration,  811 
Vermont  Avenue  NW.,  Washington  25,  D.C., 
and  at  all  Regional  Offices  of  the  Small  Busi¬ 
ness  Administration,  the  addresses  of  which 
offices  may  be  obtained  from  the  office  of  the 
Deputy  Administrator,  Investment  Division, 
Small  Business  Administration.  811  Vermont 
Avenue  NW.,  Washington  25,  D.C. 


the  date  of  said  notice  from  SBA,  unless 
such  period  is  extended  by  SBA;  and 
SBA  shall  be  committed  by  said  approval  - 
to  issue  a  license  if  the  terms  and  condi¬ 
tions  of  the  approved  proposal  are  com¬ 
pleted;  or 

(2)  That  such  Proposal  is  insufficient. 

(i)  If,  in  the  opinion  of  SBA,  the  suf¬ 
ficiency  of  such  Proposal  cannot  be 
established  Through  further  information 
or  action,  SBA  shall  close  the  same  and 
so  notify  the  Proponents. 

(ii)  If,  in  the  opinion  of  SBA,  the  suf¬ 
ficiency  of  such  Proposal  may  be  estab¬ 
lished  through  further  information  or 
action,  SBA  shall  simultaneously  with 
such  notice  allot  a  period  of  time  within 
which  the  Proponents  may  endeavor  to 
establish  the  sufficiency  of  such  Pro¬ 
posal  and  resubmit  the  same. 

(iii)  A  resubmitted  Proposal  which  is 
again  determined  by  SBA  to  be  insuf¬ 
ficient  or  a  rejected  Proposal  which  is 
not  resubmitted  within  any  such  allotted 
period,  shall  be  closed  permanently  by 
SBA  and  the  Proponents  so  notified. 

§  107.103  Preliminary  approval  of  cor¬ 
porate  instruments  and  proceedings. 

Unless  and  until  SBA  gives  written  no¬ 
tice  to  the  Proponents  that  it  does  not 
object  to  the  instruments  and  proceed¬ 
ings  contemplated  for  use  in  the  organ¬ 
ization  or  qualification  of  the  Proposed 
Operator  as  a  Licensee,  said  Proponents 
should  not  take  any  final  action  to  con¬ 
clude  any  such  organization  and  quali¬ 
fication. 

§  107.104  Charter  requirements. 

The  charter  of  a  Licensee  shall  con¬ 
stitute  a  grant  of  being  or  continued 
existence  as  a  corporate  entity,  by  a 
State,  in  the  form  of  a  permit  or  cer¬ 
tificate  of  incorporation  or  amendment 
or  otherwise,  with  the  specific  and  sole 
powers  and  authority  recited  below. 
Such  powers  and  authority  can  be  ex¬ 
pressed  and  granted  in  any  manner  con¬ 
sistent  with  the  laws  of  such  State  and 
requirements  of  the  State  officials 
charged  with  such  responsibilities,  pro¬ 
vided  that  each  such  charter  shall  con¬ 
tain  the  following  provision: 

This  corporation  is  organized  and  char¬ 
tered  expressly  for  the  purpose  of  operating 
under  the  Small  Business  Investment  Act  of 
1958,  as  amended  by  the  Small  Business  In¬ 
vestment  Act  Amendments  of  1960,  and  will 
operate  in  the  manner  and  shall  have  the 
powers,  responsibilities  and  be  subject  to  the 
limitations  provided  by  said  act  and  the  reg¬ 
ulations  issued  by  the  Small  Business  Ad¬ 
ministration  thereunder. 

Said  powers  and  authority  shall  be  as 
follows: 

(a)  To  act  under  a  particular  name; 

(b)  To  issue  a  maximum  number  of 
shares  of  one  or  more  types  of  its  stock; 

(c)  To  borrow  money  and  issue  its 
debenture  bonds,  promissory  notes,  or 
other  obligations  under  such  general 
conditions  and  subject  to  such  limita¬ 
tions  and  regulations  as  SBA  may  pre¬ 
scribe; 

(d)  To  provide  equity  capital  to  small- 
business  concerns  (as  defined  by  SBA) 
under  the  conditions  authorized  by  sec¬ 
tion  304  of  the  act  and  regulations,  with 
the  right  to  sell  or  dispose  of  securities 
so  acquired  in  such  manner  and  under 


such  terms  and  conditions  as  the  Licen¬ 
see  shall  determine. 

(e)  To  make  long-term  loans  (as  de¬ 
fined  by  SBA)  to  small-business  con¬ 
cerns  (as  defined  by  SBA)  for  the  pur¬ 
poses  and  in  the  manner  and  subject  to 
the  conditions  described  in  section  305 
of  the  act;  with  the  right  to  sell  or  dis¬ 
pose  of  such  loans  in  such  manner  and 
under  such  terms  and  conditions  as  the 
Licensee  shall  determine; 

(f )  To  acquire  and  make  commitments 
for  obligations  and  securities  of  a  single 
enterprise  only  within  the  limitations 
established  by  section  306  of  the  act 
unless  such  limitations  are  waived  by 
SBA; 

(g)  To  undertake  its  operations  in  co¬ 
operation  with  banks  or  other  financial 
institutions,  as  contemplated  under  sec¬ 
tion  308(a)  of  the  act; 

(h)  To  provide  consulting  and  ad¬ 
visory  services  to  small  business  concerns 
on  a  fee  basis; 

(i)  To  invest  funds  not  reasonably 
needed  for  its  current  operations  only  in 
direct  obligations  of,  or  obligations  guar¬ 
anteed  as  to  principal  and  interest  by, 
the  United  States  Government; 

(j)  To  conduct  its  operations  in  ac¬ 
cordance  with  and  subject  to  regulations 
prescribed  by  SBA; 

(k)  To  submit  to  and  pay  for  exami¬ 

nations  made  by  direction  of  SBA  by  ex¬ 
aminers  selected,  employed  or  approved'  ■ 
by  SBA;  ' 

(l)  To  make  reports  to  SBA  at  such 
times  and  in  such  form  as  SBA  may  re¬ 
quire; 

(m)  To  conduct  its  operations  in  a 
specified  area  or  areas,  without  limita¬ 
tion,  however,  as  to  the  residence,  domi¬ 
cile,  or  place  of  business  of  parties  with 
which  it  transacts  its  business  or  other¬ 
wise  deals; 

(n)  To  regulate  its  business  and  con¬ 
duct  its  affairs  in  a  manner  not  incon¬ 
sistent  with  the  act  and  regulations 
prescribed  by  SBA  thereunder; 

(o)  To  adopt  and  use  a  corporate  seal; 

(p)  To  have  succession  for  a  period 
of  at  Jeast  thirty  years,  subject  to  dis¬ 
solution  in  accordance  with  State  law; 
and  subject  to  forfeiture  of  its  License 
for  violation  of  law  or  of  regulation  is¬ 
sued  under  the  act; 

(q)  To  make  contracts; 

(r)  To  sue  and  be  sued,  complain,  and 
defend  in  any  court  of  law  or  equity; 

(s)  By  its  board  of  directors,  to  ap¬ 
point  such  officers  and  employees  as  may 
be  deemed  proper,  define  their  authority 
and  duties,  fix  their  compensation,  re¬ 
quire  bonds  of  such  of  them  as  it  deems 
advisable  and  fix  the  penalty  thereof, 
dismiss  such  officers  or  employees,  or  any 
thereof,  at  pleasure,  and  appoint  others 
to  fill  their  places; 

(t)  To  adopt  bylaws  regulating  the 
manner  in  which  its  stock  shall  be  trans¬ 
ferred,  its  officers  and  employees  ap¬ 
pointed,  its  property  transferred,  and  the 
privileges  granted  to  it  by  law  exercised 
and  enjoyed; 

(u)  To  maintain  a  principal  office 
(which  shall  be  designated  in  its  Ar¬ 
ticles)  and  to  establish  branch  offices  or 
agencies  within  its  operating  territory, 
subject  to  the  approval  of  SBA:  Pro¬ 
vided,  however,  That,  whether  to  obtain 
a  grant  of  power  and  authority  from  the 
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qtate  to  establish  branch  offices  or 
agencies  shall  be  optional  with  the  in- 

00 To  acquire,  hold,  operate,  and  dis¬ 
use  of  any  property  (real,  personal,  or 
mixed)  whenever  necessary  or  appro¬ 
priate  to  the  carrying  out  of  its  lawful 

functions;  ...... 

(w)  To  exercise  such  incidental  pow¬ 
ers  as  may  reasonably  be  necessary  to 
carry  out  the  business  for  which  the  cor¬ 
poration  is  established. 

8  107  105  Waiver  of  paragraph  required 
8  by  §  107.104. 

In  the  event  SBA,  for  cause  satisfac¬ 
tory  to  SBA,  waives  the  inclusion  in  a 
Licensee’s  State  charter  of  that  portion 
of  the  general  provision  (set  forth  in  the 
second  sentence  of  §  107.104)  which 
identifies  the  manner  of  operation, 
powers,  responsibilities,  and  limitations 
of  the  Licensee  by  specific  reference  to 
the  Act  and  regulations  issued  there¬ 
under:  The  charter  of  such  a  Licensee, 
in  lieu  of  such  identification  by  refer¬ 
ence,  shall  set  forth  specifically  and  in 
detail  the  manner  of  operation,  powers, 
responsibilities,  and  limitations  of  the 
Licensee  which  are  required  of  a  Li¬ 
censee  as  specified  in  and  contemplated 
by  the  Act  and  regulations  and  to  the 
extent  and  in  a  manner  satisfactory  to 
SBA.  Further,  any  such  Licensee  shall, 
from  time  to  time,  amend  its  charter  in 
order  to  conform  its  charter  purpose, 
manner  of  operation,  powers,  responsi¬ 
bilities,  and  limitations  with  those  con¬ 
tained  in  and  contemplated  by  the  Act 
and  the  regulations  issued  by  SBA 
thereunder  from  time  to  time. 

§  107.106  Source  of  charier. 

(a)  The  charter  of  a  Licensee  shall 
be  obtained  from  the  State  in  which  the 
Licensee  operates  or  if  the  Licensee  op¬ 
erates  in  more  than  one  State  said 
charter  shall  be  obtained  from  any  State 
within  the  entire  area  or  areas  in  which 
the  Licensee  operates. 

(b)  A  Licensee  conducting  operations 
beyond  the  jurisdiction  of  the  State  from 
which  it  receives  its  charter,  shall  obtain 
authority  or  otherwise  be  entitled  to 
conduct  its  activities  in  such  other  State 
or  States  in  accordance  with  the  provi¬ 
sions  of  its  charter,  the  act  and  regula¬ 
tions  prescribed  thereunder. 

§  107.107  Organization  of  a  Licensee. 

A  Proposed  Operator  shall  conform  to 
the  laws  of  the  State  of  its  incorporation 
with  respect  to  the  number  and  qualifi¬ 
cation  of  incorporators  and  directors. 

License 

§  107.201  License  Application. 

(a)  A  License  Application  may  be  sub¬ 
mitted  upon  SBA  Form  No.  415 2  by  the 

’Piled  with  the  Federal  Register  Office  as 
part  of  the  original  document.  Copies  of 
SBA  Form  415,  License  Application,  together 
with  instructions,  are  available  at  the  Office 
of  the  Deputy  Administrator,  Investment 
Division,  Small  Business  Administration,  811 
Vermont  Avenue  NW„  Washington  25,  D.C., 
and  at  all  Regional  Offices  of  the  Small  Busi¬ 
ness  Administration,  the  addresses  of  which 
offices  may  be  obtained  from  the  office  of  the 
Deputy  Administrator,  Investment  Division, 
Small  Business  Administration,  811  Vermont 
Avenue  NW„  Washington  25,  D.C. 


Proposed  Operator  only  after  issuance  by 
SBA  of  the  notice  referred  to  under 
§  107.102(g)(1)  and  in  accordance  with 
instructions  contained  in  such  notice. 
Such  License  Application  shall  be  sub¬ 
mitted  within  90  days  after  issuance  of 
said  notice. 

(b)  After  submission  of  a  License  Ap¬ 
plication  SBA  will  issue  a  License  to  the 
Proposed  Operator  if  the  representations, 
terms  and  conditions  of  the  Proposal  and 
any  additional  matters  set  forth  in  the 
notification  by  SBA  to  proceed  are  fully 
and  exactly  complied  with. 

§  107.202  Prerequisites  for  issuance  of 
License. 

Prior  to  the  issuance  of  a  License,  each' 
Proposed  Operator  shall  have: 

(a)  Executed  and  submitted  a  License 
Application. 

(b)  Received  a  Corporate  Charter  or 
franchise  under  State  laws  to  operate 
as  a  Licensee. 

(c)  Submitted  evidence  satisfactory  to 
SBA  that  it  has  a  paid-in  capital  and 
surplus  equal  to  at  least  $300,000  in  cash 
(exclusive  of  organizational  expenses)  on 
hand  or  in  escrow  contingent  solely  on 
the  issuance  of  a  License,  as  required 
by  section  302(a)  of  the  act  (including 
any  commitment  of  SBA  as  described 
under  §  107.301. 

§  107.203  Necessity  for  and  nature  of 
License. 

Only  upon  issuance  of  SBA  of  a  Li¬ 
cense  to  a  Proposed  Operator,  shall  such 
corporation  be  authorized  to  operate 
under  the  act.  A  License  is  not  trans- 
ferrable  in  any  manner. 

§  107.204  Fees  for  License  and  SBA 
charter. 

A  License  fee  of  $100  shall  be  tendered 
to  SBA  by  a  Licensee,  simultaneously 
with  the  filing  of  SBA  Form  415. 

§  107.205  Surrender  of  License. 

A  Licensee  may  apply  to  SBA  for  sur¬ 
render  of  its  License.  Such  surrender 
may  be  authorized  under  such  conditions 
as  may  be  required  by  SBA  in  connection 
therewith. 

Capital  Requirements 

§  107.301  Initial  capital  and  surplus  of 
Licensee. 

(a)  As  a  condition  to  the  issuance  of 
a  License,  the  Proposed  Operator  shall 
have  a  paid-in  capital  and  surplus,  in 
cash,  as  required  under  §  107.202(c). 

(b)  The  management  of  a  Licensee 
shall  encourage  the  maximum  invest¬ 
ment  therein  of  private  funds. 

(c>  To  the  extent  that  cash  funds  are 
not  available  to  a  Licensee  from  private 
sources  to  provide  any  amount  of  said 
initial  minimum  capital  and  surplus  in 
excess  of  $150,000,  SBA,  upon  request 
contained  in  the  License  Application, 
may  purchase  or  agree  to  purchase 
debentures  of  such  Licensee  in  an 
amount  equal  to  such  deficiency  but  not 
in  excess  of  $150,000.  Any  such  deben¬ 
tures  (which  may  be  prepaid  by  Li¬ 
censee  without  penalty)  so  purchased  by 
SBA  under  the  provisions  of  section 
302(a)  of  the  act  shall  be  subordinate 
to  any  other  debenture  bonds,  promis¬ 
sory  notes,  or  other  obligations  which 


may  be  issued  by  such  Licensee  as  de'- 
termined  by  SBA,  and  while  treated  and 
accounted  for  as  a  debt  transaction, 
shall  be  deemed  a  part  of  the  paid-in 
capital  and  surplus  of  such  Licensee  for 
the  statutory  purposes  of  sections  302 
(a) ,  303(b) ,  and  306  of  the  act. 

(d)  The  unavailability  of  such  cash 
funds  from  private  sources  shall  be 
deemed  to  exist  upon  submission  by  the 
Proposed  Operator  of  a  certificate  that 
such  funds  are  not  available  for  the  sub¬ 
ject  venture. 

(e)  Any  such  subordinated  debentures 
of  a  Licensee  purchased  under  section 
302(a)  of  the  act  shall  contain  such 
terms  and  conditions,  including  provi¬ 
sions  with  respect  to  subordination,  as 
shall  be  determined  by  SBA.  Interest 
upon  the  amount  of  such  debentures 
shall  be  at  the  rate  of  5  percent  per  an¬ 
num,  and  amortization  shall  commence 
at  the  beginning  of  the  second  half  of 
the  term  thereof.  Maturities  shall  not 
exceed  twenty  years. 

(f )  The  agreement  of  SBA  to  purchase 
any  such  subordinated  debentures  of  a 
Licensee  to  provide  funds  to  satisfy  the 
initial  minimum  capital  and  surplus  re¬ 
quirements  of  a  Licensee,  under  and  in 
accordance  with  the  provisions  of  section 
302(a)  of  the  act,  shall  constitute  the 
equivalent  of  cash  in  an  amount  equal 
to  the  amount  of  such  SBA  commitment, 
which  amount  shall  thereupon  be  deemed 
to  be  paid  in  as  a  part  of  the  initial 
minimum  capital  and  surplus  of  such 
Licensee  for  the  statutory  purposes  of 
sections  302(a),  303(b)  and  306  of  the 
act.  A  commitment  charge  at  the  rate 
of  one-twelfth  of  one  percent  of  the 
principal  amount  of  the  commitment 
outstanding  for  each  thirty-day  period 
shall  be  paid  to  SBA  by  such  Licensee 
beginning  with  the  first  day  after  the 
first  thirty  days  following  such  com¬ 
mitment.  Disbursement  of  such  commit¬ 
ment  shall  be  requested  by  the  Licensee 
at  any  time  prior  to  the  end  of  one  year 
but  such  commitment  shall  be  reduced 
to  the  extent  private  equity  funds  are 
acquired  for  such  purpose  prior  to  any 
disbursement  by  SBA  on  account  of  such 
commitment. 

(g)  The  proceeds  derived  from  the 
sale  of  any  such  subordinated  debentures 
of  a  Licensee  under  section  302(a)  of  the 
Act  may  be  used  to  provide  equity  capi¬ 
tal  and  make  long-term  loans  to  small 
business  concerns:  Provided,  however , 
That  Licensee  cannot  use  such  proceeds 
for  investments  and  loans  involving  en¬ 
terprises  which  derive  a  substantial  por¬ 
tion  of  their  gross  income  from  the  sale 
of  alcoholic  beverages  and  accordingly 
within  30  days  after  the  disbursement  of 
any  funds  to  Licensee  under  authority 
of  section  302(a)  of  the  Act,  and  there¬ 
after  during  period  in  which  any  such 
subordinated  debentures  remain  unpaid, 
the  Licensee  shall  maintain  assets  con¬ 
sisting  of  cash,  eligible  Government  obli¬ 
gations,  and  portfolio  investments  and 
loans  involving  enterprises  which  do  not 
derive  a  substantial  portion  of  their  gross 
income  from  the  sale  of  alcoholic  bev¬ 
erages  (exclusive  of  all  investments  and 
loans  already  in  the  Licensee’s  portfolio 
at  the  time  that  the  proceeds  of  such 
subordinated  debentures  were  dis- 
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bursed) ,  equal  in  face  value  to  no  less 
than  the  unpaid  principal  of  such  sub¬ 
ordinated  debentures. 

§  107.302  Consideration  for  stock  of  Li¬ 
censee. 

(a)  Shares  of  stock  at  any  class  in  a 
Licensee  which  represent  the  initial  min¬ 
imum  capital  required  by  §  107.202(a) 
shall  be  issued  by  Licensee  only  in  con¬ 
sideration  for  the  simultaneous  payment 
of  cash  or  upon  the  simultaneous  trans¬ 
fer  to  the  Licensee  of  direct  obligations 
of,  or  obligations  guaranteed  as  to  prin¬ 
cipal  and  interest  by,  the  United  States. 
Shares  of  stock  of  any  class  -  in  a 
Licensee  which  represent  no  part  of  the 
initial  minimum  capital  required  by 
§  107.202(a)  may  be  issued  in  consid¬ 
eration  for  the  simultaneous  payment  of 
cash ;  upon  the  simultaneous  transfer  to 
the  Licensee  of  direct  obligations  of,  or 
obligations  guaranteed  as  to  principal 
and  interest  by,  the  United  States;  as 
stock  dividends;  in  connection  with  the 
reclassification  of  the  stock  of  the  Li¬ 
censee;  for  services  previously  rendered 
to  the  Licensee;  or  for  physical  assets  to 
be  employed  currently  in  the  operation 
of  the  Licensee. 

(b)  Options  upon  the  stock  of  a  Li¬ 
censee  may  be  granted  to  an  individual 
only  upon  approval  of  at  least  a  majority 
of  such  Licensee’s  stockholders  and  only 
in  lieu  of  salary  or  in  payment  for  serv¬ 
ices  actually  rendered  such  Licensee,  and 
only  if : 

(1)  At  the  time  such  option  is  granted 
the  option  price  is  at  least  85  percent  of 
the  fair  market  value  at  such  time  of  the 
stock  subject  to  the  option; 

(2)  Such  option  by  its  terms  is  not 
transferable  by  such  individual  other¬ 
wise  than  by  will  or  the  laws  of  descent 
and  distribution,  and  is  exercisable,  dur¬ 
ing  his  lifetime,  only  by  him; 

(3)  Such  individual,  at  the  time  the 
option  is  granted,  does  not  own  stock 
possessing  more  than  10  percent  of  the 
total  combined  voting  power  of  all  classes 
of  stock  of  such  Licensee.  This  subpara¬ 
graph  shall  not  apply  if  at  the  time  such 
option  is  granted  the  option  price  is  at 
least  110  percent  of  the  fair  market 
value  of  the  stock  subject  to  the  option 
and  such  option  by  its  terms  is  not  exer¬ 
cisable  after  the  expiration  of  five  years 
from  the  date  such  option  is  granted. 
For  purposes  of  this  subparagraph — 

(i)  Such  individual  shall  be  considered 
as  owning  the  stock  owned,  directly  or 
indirectly,  by  or  for  his  brothers  and 
sisters  (whether  by  the  whole  or  half 
blood) ,  spouse,  ancestors,  and  lineal 
descendants;  and 

(ii)  Stock  owned,  directly  or  indi¬ 
rectly,  by  or  for  a  corporation,  partner¬ 
ship,  estate,  or  trust,  shall  be  considered 
as  being  owned  proportionately  by  or  for 
its  shareholders,  partners,  or  benefi¬ 
ciaries;  and 

(4)  Such  option  by  its  terms  is  not 
exercisable  after  the  expiration  of  ten 
years  from  the  date  such  option  is 
granted. 

§  107.303  Maintenance  of  unimpaired 
capital. 

(a)  Each  Licensee  shall  maintain  at 
all  times  an  unimpaired  capital. 


(b)  An  impairment  shall  be  deemed  to 
exist  when  the  retained  earnings  deficit 
exceeds  fifty  percent  (50%)  of  the  com¬ 
bined  fully  paid  capital  stock  issued  and 
outstanding  and  paid-in  surplus.  For 
the  purpose  of  this  determination,  sub¬ 
ordinated  debentures  issues  to  SBA  pur¬ 
suant  to  section  302(a)  of  the  Act  will 
not  be  considered  a  part  of  the  capital 
and  surplus. 

Borrowing  By  SBIC 

§  107.401  Conditions  and  limitations 
upon  borrowing  power  of  Licensee. 

(a)  Without  the  prior  consent  of  SBA, 
the  ratio  of  the  total  amount  of  out¬ 
standing  indebtedness  of  a  Licensee  to 
the  paid-in  capital  and  paid-in  surplus 
(including  the  unpaid  balance  due  SBA 
under  any  debentures  acquired  under 
section  302(a)  of  the  act)  of  such  Li¬ 
censee  shall  not  exceed  four  to  one. 

(b)  The  Proposal  shall  set  forth  in  de¬ 
tail  the  policy,  plans,  and  all  other  in¬ 
formation  with  respect  to  prospective 
borrowings,  if  any,  to  be  made  by  a  Pro¬ 
posed  Operator  as  a  Licensee  from  any 
source  other  than  SBA. 

§  107.402  SBA  operating  loans  to  Li¬ 
censees  under  section  303  of  the  Act. 

(a)  To  the  extent  that  a  Licensee  is 
unable  to  borrow  or  otherwise  secure 
operating  funds  from  private  sources, 
SBA  may  lend  or  agree  to  lend  to  such 
Licensee  funds  for  such  purpose  up  to  a 
total  amount  outstanding  at  any  one 
time  not  in  excess  of  fifty  percent  of  the 
paid-in  capital  and  surplus  of  such  Li¬ 
censee,  including  as  a  part  of  such  capi¬ 
tal  and  surplus  any  outstanding  balance 
due  SBA  under  subordinated  debentures 
purchased  by  SBA  under  the  provisions 
of  section  302(a)  of  the  act. 

(b)  The  unavailability  of  such  funds 
from  private  sources  shall  be  deemed  to 
exist  upon  submission  to  SBA  by  the 
Licensee  of  a  certificate  that  the  same 
are  not  available  for  such  purpose. 

(c)  Such  loans  may  be  prepaid  at  any 
time  without  penalty.  Interest  upon 
such  loans  shall  be  at  the  rate  of  five 
percent  per  annum  and  the  maturities 
thereof  shall  not  exceed  twenty  years; 
Provided,  however.  That  SBA  in  its  dis¬ 
cretion,  may  renew  or  extend  the  ma¬ 
turity  thereof.  In  the  absence  of  an 
amortization  plan  by  the  borrower  satis¬ 
factory  to  SBA,  said  loans  shall  begin 
amortization  during  the  final  half  of  the 
term  thereof;  for  example,  if  the  ma¬ 
turity  of  such  loan  is  ten  years,  then 
amortization  shall  begin  in  the  sixth  year 
of  such  loan  at  an  amortization  rate  of 
not  less  than  twenty  percent  per  annum. 
Any  such  loan  or  loans  made  by  SBA 
under  the  authority  of  section  303(b)  of 
the  act  shall  contain  such  further  terms 
and  conditions  as  shall  be  determined  by 
SBA. 

§  107.403  Purpose  and  loan  require¬ 
ments. 

(a)  The  management  of  a  Licensee 
should  plan  to  use  loan  funds  available 
under  section  303(b)  as  a  source  of  funds 
which  may  be  obtained,  repaid  and  ob¬ 
tained  again  as  needed  to  protect  its  in¬ 
terest  in  its  investments  and  loans  until 
paid-in  capital  is  available  from  private 


sources,  thus  obviating  the  necessity 
which  would  otherwise  exist  of  main¬ 
taining  substantial  amounts  of  unin¬ 
vested  cash  for  such  purposes.  Loans 
under  this  section  may  be  obtained  by  a 
Licensee  in  furtherance  of  its  stated  in¬ 
vestment  and  loan  policy.  Disbursement 
of  any  such  loans  will  be  subject  to  the 
execution  and  delivery  of  the  certificate 
required  by  §  107.709. 

(b)  The  proceeds  of  any  loan  obtained 
by  Licensee  under  the  provisions  of  sec¬ 
tion  303(b)  of  the  Act  shall  be  used  to 
provide  equity  capital  and  make  long¬ 
term  loans  to  small  business  concerns- 
Provided,  however.  That  Licensee  can¬ 
not  use  such  proceeds  for  investments 
and  loans  involving  enterprises  which 
derive  a  substantial  portion  of  their  gross 
income  from  the  sale  of  alcoholic  bever¬ 
ages  and  accordingly  within  30  days  after 
the  disbursement  of  any  loan  funds  to 
Licensee  under  authority  of  section  303 
(b)  of  the  Act,  and  thereafter  during 
period  in  which  any  such  loan,  or  any 
part  thereof  remains  unpaid,  the  Li¬ 
censee  shall  maintain  assets  consisting 
of  cash,  eligible  Government  obligations, 
and  portfolio  investments  and  loans  in¬ 
volving  enterprises  which  do  not  derive 
a  substantial  portion  of  their  gross  in¬ 
come  from  the  sale  of  alcoholic  bever¬ 
ages  (exclusive  of  all  investments  and 
loans  already  in  the  Licensee’s  portfolio 
at  the  time  that  the  proceeds  of  such 
loans  were  disbursed) ,  equal  in  face  value 
to  no  less  than  the  unpaid  principal  of 
such  loan. 

Equity  Capital 

§  107.501  Equity  capital  for  incorpo¬ 
rated  small  business  concerns. 

(a)  Each  Licensee  shall  constitute  a 
source  of  Equity  Capital  for  incorporated 
small  business  concerns;  which  capital 
shall  be  supplied  in  a  manner  and  under 
terms  consistent  with  regulations  of  the 
Administration. 

(b)  “Equity  Capital”  means  funds  re¬ 
ceived  by  an  incorporated  small  business 
concern  from  a  Licensee  as  the  con¬ 
sideration  for  the  issuance  of  Equity 
Securities  by  such  concern  to  such 
Licensee. 

(c)  “Equity  Securities”  means: 

(1)  Certificates  of  stock  of  any  class; 
Provided,  however.  That  whenever  any 
such  stock  contains  a  right  to  convert  to 
another  class  of  stock  or  contains  rights 
or  privileges  therein  in  the  nature  of 
stock  warrants  or  options,  no  further 
stock  purchase  warrants,  options  or  con¬ 
version  rights  shall  be  issued  in  connec¬ 
tion  therewith;  and 

(2)  Instruments  which  evidence  a  debt 
and  which  provide  a  right  or  privilege  to 
convert  all  or  any  portion  of  the  debt 
instruments  into  stock  of  the  small  busi¬ 
ness  concern,  or  provide  nondetachable 
or  detachable  stock  purchase  warrants 
or  options,  or  provide  both  a  right  or 
privilege  to  convert  all  or  any  part  of  th? 
debt  instruments  into  stock  and  also  de¬ 
tachable  stock  purchase  warrants  or  op¬ 
tions:  Provided,  however.  That  no  fur¬ 
ther  stock  purchase  warrants,  options  or 
conversion  rights  shall  be  issued  in  con-, 
nection  therewith. 

(d)  Equity  Securities  which  evidence 
a  debt  may  be  secured  by  collateral. 
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(e)  A  Licensee  shall  not  purchase  or 

Lire  any  type  of  Equity  Securities  if 

S  purpose  of  such  purchase  or  acquisi¬ 
tion  is  to  furnish  the  small  business  con- 
■JL  with  financing  for  a  period  of  less 
San  five  years’  duration.  Equity  Securi- 
tfesshall  not  require  repayments  during 
the  first  five  years  at  a  rate  exceeding 
twenty  percent  of  principal  per  annum. 

(f)  Equity  Securities  which  evidence 
a  debt  shall  have  stated  maturities  of 
not  less  than  five  years  and  must  be  call¬ 
able  but  on  such  terms  as  may  be  negoti- 
ated  at  the  time  of  issuance  of  such 
Equity  Securities,  in  whole  or  in  part,  by 
the  issuer:  Provided,  That  any  right  to 
convert  the  debt  may  be  exercised  prior 
to  the  effective  date  of  such  call.  Such 
securities  shall  be  acquired  by  a  Licensee 
simultaneously  with  the  disbursement  of 
Equity  Capital  and  shall  evidence  the 
total  principal  amount,  plus  interest  rate, 
required  to  be  paid  by  the  small  business 
concern  in  consideration  for  the  amount 
of  Equity  Capital  disbursed.  Such  dis¬ 
bursement  may  be  evidenced  by  an  in¬ 
strument  or  instruments  in  such  form 
and  substance  as  may  be  negotiated  be¬ 
tween  the  Licensee  and  said  concern 
consistent  with  the  Act  and  regulations 
thereunder,  provided  that  the  maturity 
or  maturities  set  forth  in  such  instru¬ 
ment  or  instruments  shall  not  require 
repayment  of  the  total  principal  amount 
evidenced  by  such  instrument  or  instru¬ 
ments  during  the  first  five  years  at  a 
rate  in  excess  of  twenty  percent  of  the 
total  principal  thereof  per  annum. 
Whenever  more  than  one  instrument  is 
employed,  each  instrument  shall  state  on 
the  face  thereof  the  maturity  date  of 
the  particular  instrument  and  make  ref¬ 
erence  to  the  maturity  date(s)  of  the 
other  instrument (s)  constituting  the 
disbursement. 

(g)  Any  redemption  provisions  of 
certificates  of  stock  shall  be  on  such 
terms  as  may  be  negotiated  at  the  time 
of  issuance  thereof,  provided  the  re¬ 
demption  provisions  are  exercisable,  in 
whole  or  in  part,  upon  three  months’ 
notice,  and  provided  further  that  any 
such  stock  which  contains  conversion 
rights  may  be  converted  prior  to  the 
effective  date  of  such  redemption. 

(h)  Equity  Securities  with  maturities 
of  less  than  five  years  may  be  purchased 
or  acquired  by  a  Licensee  when  neces¬ 
sary  to  protect  the  interests  of  the  Li¬ 
censee  in  proviously  issued  long-term 
Equity  Securities  provided  that  the  iden¬ 
tical  conditions  and  privileges  covering 
the  long-term  Equity  Securities  shall 
otherwise  apply  thereto.  Equity  Securi¬ 
ties  with  maturities  of  less  than  five 
years’  duration  will  not  be  construed  “to 
protect  the  interests  of  the  Licensee  in 
previously  issued  Equity  Securities”  if 
the  purpose  of  such  short-term  Equity 
Securities  is  to  take  care  of  routine  short¬ 
term  requirements  of  the  small  business 
concern. 

(i)  Equity  Securities  which  are  con¬ 
verted  into  stock  shall  be  converted  at  a 
price  or  series  of  prices  per  share  not  less 
than  the  sound  book  value  of  such  stock 
as  determined  at  the  time  of  the  issuance 
of  said  securities:  Provided,  however, 
That  the  total  purchase  price  of  such 
stock  which  may  be  purchased  at  said 


price  or  series  of  prices  per  share  shall 
not  exceed  the  amount  of  Equity  Capital 
provided  by  said  securities  plus  the  ac¬ 
crual  of  earned  interest  and  charges  on 
said  Equity  Capital  to  the  date  of  con¬ 
version  of  said  securities.  “Sound  book 
value,”  for  the  purposes  hereof,  shall  be 
determined  through  consideration  of  all 
pertinent  factors  including  the  actual 
value  of  the  assets  of  the  small  business 
concern  and  the  relationship  of  the 
earnings  of  such  concern  to  its  invested 
capital. 

(j)  Stock  purchase  warrants  or  op¬ 
tions  issued  in  connection  with  Equity 
Securities  shall  expire  not  later  than  two 
years  after  the  stated  maturity  date  of 
such  Equity  Securities  but  in  no  event 
more  than  ten  years  from  the  date  of 
the  issuance  of  such  Equity  Securities. 

(k)  The  purchase  price  per  share  of 
shares  available  under  warrants  or  op¬ 
tions  acquired  in  connection  with  the 
purchase  of  Equity  Securities  shall  be  at 
no  less  than  the  sound  book  value  of  such 
shares,  as  defined  herein,  at  the  time  the 
warrant  or  option  is  issued,  and  the  total 
cost  of  such  shares  shall  not  exceed  the 
total  amount  of  Equity  Capital  provided 
by  the  Licensee  at  the  same  time  as  the 
warrant  or  option  was  issued,  except  as 
the  warrant  or  option  may  provide  for 
successive  increases  in  the  price  per  share 
of  option  shares. 

(l)  The  purchase  price  per  share  of 
shares  available  under  Certificates  of 
Stock  acquired  as  Equity  Securities  shall 
be  at  no  less  than  the  sound  book  value 
of  such  shares,  as  defined  herein,  at  the 
time  the  Certificates  of  Stock  are  issued. 

(m)  Wherever  Equity  Securities  in¬ 
volve  debt,  any  Licensee  may  require 
small  business  concerns  to  refinance  any 
or  all  of  its  outstanding  indebtedness  so 
that  the  Licensee  is  the  only  holder  of 
any  indebtedness  of  such  concern. 

(n)  Wherever  Equity  Securities  in¬ 
volve  debt,  any  Licensee  may  require  a 
small  business  concern  to  agree  not  to 
incur  any  additional  indebtedness  with¬ 
out  first  securing  the  approval  of  the 
Licensee  and  giving  the  Licensee  the  first 
opportunity  to  finance  such  additional 
indebtedness:  Provided,  however.  That 
the  Licensee  shall  allow  appropriate 
exceptions  for  open  account  or  other 
short-term  credit. 

(o)  Whenever  a  Licensee  purchases 
or  acquires  Equity  Securities  of  a  small 
business  concern,  such  concern  shall 
have  the  right,  exercisable  in  whole  or 
in  such  part  as  such  concern  may  elect, 
at  the  time  of  the  issuance  of  such 
Equity  Securities,  to  become  a  stock¬ 
holder-proprietor  by  investing  in  the 
capital  stock  of  the  Licensee  in  an 
amount  not  more  than  five  per  centum 
of  the  Equity  Securities  purchased  or 
acquired  by  the  Licensee.  The  price  of 
such  stock  sold  by  the  Licensee  to  the 
small  business  concern  under  this  sec¬ 
tion  shall  not  be  more  than  the  higher 
of  (1)  the  book  value  determined  in 
conformity  with  generally  accepted  ac¬ 
counting  principles,  or  (2)  the  fair  mar¬ 
ket  value.  Factors  which  may  be  taken 
into  consideration  in  determining  fair 
market  value  may  include,  among  others, 
market  quotations,  recent  public  or  pri¬ 
vate  sales,  and  the  liquidating  value. 


earnings,  and  dividend  record  of  the 
Licensee’s  stock. 

(p)  The  maximum  annual  cost  to  the 
issuer  of  Equity  Securities  evidencing  a 
debt  charged  by  any  Licensee  for  average 
outstanding  unpaid  net  funds  advanced 
shall  not  exceed  the  lesser  of  (1)  such 
maximum  annual  cost  to  issuer  as  may 
be  prescribed  by  applicable  State  or  local 
law,  or  (2)  such  maximum  annual  cost 
to  issuer  as  may  be  specified  in  the  Li¬ 
censee’s  Proposal  and  License  Applica¬ 
tion.  Cost  to  issuer  includes  all  interest 
and  discount,  as  well  as  all  fees,  commis¬ 
sions,  charges,  etc.,  against  the  issuer  by 
the  Licensee  at  the  time  the  equity  se¬ 
curities  evidencing  a  debt  are  purchased, 
and  such  fees,  charges,  etc.,  shall  be 
treated  as  additional  discount  for  this 
purpose. 

Long-Term  Loans 

§  107.601  Long-term  loans  by  Licensee 
to  small-business  concerns. 

(a)  Each  Licensee  shall  constitute  also 
a  source  of  funds  for  long-term  loans  for 
the  sound  financing  of  the  operations, 
expansion  and  modernization  of  small- 
business  concerns.  Such  loans  shall  not 
provide  any  right  in  a  Licensee  to  ac¬ 
quire  any  stock  or  other  proprietary  in¬ 
terest  in  the  borrower,  except  through 
the  medium  of  collateral  security. 

(b)  A  Licensee  shall  not  make  any 
such  loan  if  the  purpose  of  such  loan  is 
to  furnish  the  small  business  concern 
with  financing  for  a  period  of  less  than 
five  years’  duration.  Any  such  loan  shall 
not  require  repayments  dining  the  first 
five  years  at  a  rate  exceeding  twenty 
percent  of  principal  per  annum. 

(c)  Any  such  loan  shall  have  a  stated 
maturity  of  not  less  than  five  years  and 
all  or  any  part  of  any  such  loan  may  be 
anticipated  by  the  borrower  on  any  in¬ 
terest  payment  date  upon  such  terms  as 
may  be  negotiated  at  the  time  of  dis¬ 
bursement  of  the  loan.  The  instrument 
or  instruments  evidencing  any  such  loan 
shall  be  acquired  by  a  Licensee'  simul¬ 
taneously  with  the  disbursement  of  the 
loan  funds  and  shall  evidence  the  total 
principal  amount,  plus  interest  rate,  re¬ 
quired  to  be  paid  by  the  small  business 
concern,  in  consideration  for  the  amount 
of  loan  funds  disbursed.  Such  disburse¬ 
ment  may  be  evidenced  by  an  instrument 
or  instruments  in  such  form  and  sub¬ 
stance  as  may  be  negotiated  between  the 
Licensee  and  said  concern  consistent  with 
the  Act  and  regulations  thereunder,  pro¬ 
vided  that  the  maturity  or  maturities 
set  forth  in  such,  instrument  or  instru¬ 
ments  shall  not  require  repayment  of  the 
total  principal  amount  evidenced  by  such 
instrument  or  instruments  during  the 
first  five  years  at  a  rate  in  excess  of 
twenty  percent  of  the  total  principal 
thereof  per  annum.  Whenever  more  than 
one  instrument  is  employed,  each  instru¬ 
ment  shall  state  on  the  face  thereof  the 
maturity  date  of  the  particular  instru¬ 
ment  and  make  reference  to  the  maturity 
date(s)  of  the  other  instrument(s)  con¬ 
stituting  the  disbursement. 

(d)  Loans  with  maturities  of  less  than 
five  years  may  be  made  by  a  Licensee  to 
a  borrower  when  necessary  to  protect  the 
interests  of  the  Licensee  in  previously 
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issued  long-term  loans  or  Equity  Securi¬ 
ties.  Loans  with  maturities  of  less  than 
five  years’  duration  will  not  be  construed 
“to  protect  the  interests  of  the  Licensee” 
if  the  purpose  of  such  short-term  loan  is 
to  take  care  of  routine  short-term  re¬ 
quirements  of  the  small  business 
concern. 

(e)  Any  such  loan  shall  have  a  ma¬ 
turity  of  not  exceeding  twenty  years ;  and 
such  loans  shall  be  of  such  sound  value, 
or  so  secured,  as  reasonably  to  assure 
repayment.  The  Licensee  may  extend 
the  maturity  of  or  renew  any  such  loan 
for  additional  periods,  hot  exceeding  ten 
years,  if  the  Licensee  finds  that  such  ex¬ 
tension  or  renewal  will  aid  in  the  orderly 
liquidation  of  such  loan. 

(f )  The  maximum  annual  cost  to  the 
borrower  charged  by  any  Licensee  for 
average  outstanding  unpaid  net  funds 
advanced  shall  not  exceed  the  lesser  of 

(1)  such  maximum  annual  cost  to  bor¬ 
rower  as  may  be  prescribed  by  applicable 
State  or  local  law,  (2)  such  maximum 
annual  cost  to  borrower  as  may  be  speci¬ 
fied  in  the  Licensee’s  Proposal  and  Li¬ 
cense  Application.  Cost  to  borrower  in¬ 
cludes  all  interest  and  discount,  as  well 
as  all  fees,  commissions,  charges,  etc., 
against  the  borrower  by  the  Licensee  at 
the  time  the  loan  is  granted  or  debt 
securities  purchased,  and  such  fees,' 
charges,  etc.,  shall  be  treated  as  addi¬ 
tional  discount  for  this  purpose. 

(g)  All  loans  shall  be  based  upon  ne¬ 
gotiations  between  Licensees  and  small - 
business  concerns. 

General  Provisions 

§  107.701  Amendments  to  Act  and  regu¬ 
lations. 

A  Licensee  shall  be  subject  to  all  exist¬ 
ing  and  future  provisions  of  the  act  and 
regulations  issued  thereunder. 

§  107.702  Applicability  of  other  laws, 
including  disclosure  to  investors  and 
stockholders. 

Each  Licensee  shall  comply  with  all 
applicable  State  or  Federal  law  affecting 
its  operation,  including,  but  not  limited 
to,  any  and  all  State  or  Federal  law  re¬ 
quiring  Licensee  to  furnish  its  investors 
and  shareholders  with  financial  reports 
containing  full  and  complete  disclosure 
of  all  matters  significant  to  their  in¬ 
terests. 

§  107.703  Government  liability. 

(a)  Nothing  in  the  act  or  in  any  regu¬ 
lations  issued  thereunder  or  in  any  other 
provision  of  law  shall  be  deemed  to  im¬ 
pose  any  obligation  or  liability  on  the 
United  States  Government  or  any  agency 
thereof,  including  SBA,  with  respect  to 
any  obligations  entered  into,  or  stocks 
issued,  or  commitments  made,  by  any 
Licensee,  or  with  respect  to  any  other 
matter  involving  a  Licensee. 

(b)  No  Licensee,  in  issuing  or  selling 
any  security  shall  represent  or  imply  in 
any  manner  whatsoever  that  such  secur¬ 
ity  has  beeir  guaranteed,  sponsored, 
recommended,  or  approved  by  the  United 
States  or  any  agency  or  officer  thereof, 
and  a  statement  to  such  effect  shall  be 
included  in  any  solicitations  to  investors. 


§  107.704  Activities  of  Licensee. 

(a)  A  Licensee  shall  engage  in  and 
conduct  only  the  activities  set  forth  in 
and  contemplated  under  the  act  and  shall 
not  engage  in  or  conduct  any  other 
activities. 

(b)  A  Licensee  shall  not  amend  its 
franchise  authority  to  permit  the  con¬ 
duct  of  any  activities  other  than  as  re¬ 
cited  above. 

(c) (1)  A  Licensee  shall  not  voluntarily 
at  any  time  reduce  or  increase  its  paid-in 
capital  and  paid-in  surplus  without  the 
prior  written  consent  of  SBA,  and  a  Li¬ 
censee  shall  not  change  its  investment 
policy,  plans  to  raise  additional  capital, 
borrowing  or  other  plans,  previously  sub¬ 
mitted  to  SBA  in  its  Proposal  or  in  any 
other  document  at  any  other  time,  with¬ 
out  the  prior  written  consent  of  SBA. 
Any  change  in  the  officers,  directors,  or 
owners  of  ten  or  more  percent  of  its 
stock,  as  set  forth  in  its  proposal  or 
otherwise  previously  submitted  to  SBA, 
shall  be  reported  immediately  to  SBA. 
Such  changes  shall  be  filed  in  the  form 
of  a  post  licensing  amendment  and  sub¬ 
ject  to  the  approval  of  SBA  as  a  condi¬ 
tion  for  the  continuance  of  the  License  of 
such  Licensee.  Any  conditions  imposed 
by  SBA  in  connection  with  the  latter 
shall  be  complied  with  by  the  Licensee. 

(2)  Without  the  prior  written  consent 
of  SBA,  a  Licensee  shall  not  have  an 
officer  or  a  director  who  at  the  same  time 
is  either  an  officer  or  director  in  any 
other  Licensee,  nor  shall  ten  or  more 
percent  of  the  stock  of  any  Licensee  be 
owned  or  controlled,  directly  or  indirect¬ 
ly,  by  any  person  owning  or  controlling, 
directly  or  indirectly,  ten  or  more  per¬ 
cent  of  the  stock  of  any  other  Licensee : 
Provided,  however,  That  an  attorney 
performing  legal  services  for  Licensees 
may  serve  as  a  director,  secretary  or  clerk 
for  more  than  one  Licensee. 

(d)  Every  Licensee  which  obtains  in¬ 
vestment  advisory  services  or  manage¬ 
ment  services  on  a  continuing  basis,  per¬ 
formed  for,  or  supplied  to  such  Licensee 
by  any  person  or  other  entity  other  than 
the'  directors,  officers  or  employees  in 
their  capacities  as  such  shall  contract  in 
writing  for  such  services  and  such 
written  contract  shall  specifically: 

( 1 )  Describe  such  services ; 

(2)  Describe  all  compensation  to  be 
paid  thereunder; 

( 3 )  State  the  duration  of  the  contract ; 

(4)  Provide  for  its  termination  by  the 
Licensee,  without  penalty,  on  not  more 
than  60  days’  written  notice; 

(5)  Provide  for  its  automatic  ter¬ 
mination  in  the  event  of  its  assignment 
by  the  person  performing  the  service; 

(6)  Provide  for  full  disclosure  to  all 
interested  parties  whenever  the  person 
performing  such  services  performs  serv¬ 
ices  for  small  business  concerns  doing 
business  with  the  Licensee; 

(7)  Be  approved  by  a  vote  of  a  ma¬ 
jority  of  the  outstanding  voting  securi¬ 
ties  of  the  Licensee  prior  to  such  con¬ 
tract  becoming  effective;  and 

(8)  Be  approved  annually  by  a  vote  of 
a  majority  of  the  outstanding  voting  se¬ 
curities  of  the  Licensee  or  by  the  vote  of 
a  majority  of  its  Board  of  Directors,  in¬ 
cluding  the  approval  vote  of  a  majority 


of  those  menibers  of  the  Board  of  Direc 
tors  who  are  not  parties  to,  or  do  not 
have  a  pecuniary  interest,  direct  or 
indirect,  in  such  contract. 

Every  Licensee  shall  furnish  SBA  for 
informational  and  record  purposes,  with 
a  copy  of  each  contract  to  which  the 
foregoing  applies,  on  or  before  the  effec- 
tive  date  thereof.  Contracts  for  ap¬ 
praisal,  custodial,  collection,  bookkeep¬ 
ing,  accounting  and  legal  services  shall 
not  be  considered  advisory  or  manage¬ 
ment  services  for  purposes  of  this  part 

(e)  No  financing  or  consulting  or  ad¬ 
visory  services  may  be  provided  by  a 
Licensee  to  a  business  concern  unless 
the  Licensee  and  such  concern  have 
executed  SBA  Form  480,*  Size  Status 
Declaration,  and,  based  upon  the  in¬ 
formation  contained  therein  and  other¬ 
wise,  the  Licensee  has  determined  that 
the  business  concern  is  a  small  business 
within  the  meaning  of  the  definition  of 
“small  business  concern”  set  forth  in 
§  107.12,  or  at  the  request  of  the  Licensee 
or  the  concern,  SBA  has  determined  that 
the  subject  business  concern  is  a  small 
business  concern  within  the  meaning  of 
§  107.12.  In  the  event  financing  or  serv¬ 
ices  are  approved  by  a  Licensee  for  a 
small  business  concern,  the  Licensee 
shall  retain  the  completed  SBA  Form 
480,  as  a  permanent  part  of  the  con¬ 
cern’s  record  with  the  Licensee. 

(f)  No  financing  or  consulting  or  ad¬ 
visory  services  may  be  provided  by  a 
Licensee  to  a  small  business  concern 
unless  such  concern  by  and  through  its 
authorized  agent  shall  have  executed 

SBA  Form  _ ,4  Certification  of 

Intent,  certifying  that  such  concern 
intends  to  conduct  a  regular  and  con¬ 
tinuous  business  operation  for  a  period 
of  not  less  than  five  years  from  the  date 
thereof.  The  Licensee  shall  be  entitled 
to  rely  upon  such  Certification  unless 
the  Licensee  has  knowledge  or  has  reason 
to  believe  that  such  concern  does  not 
in  fact  intend  to  conduct  a  regular  and 
continuous  business  operation  for  a 
period  of  not  less  than  five  years  there¬ 
after.  TTie  executed  SBA  Form  shall  be 
retained  by  the  Licensee  as  a  permanent 
part  of  the  concern’s  record  with  the 
Licensee. 


*  Filed  with  the  Federal  Register  Office  as 
part  of  the  original  document.  Copies  of 
SBA  Form  480  (10-60),  Size  Status  Declara¬ 
tion,  together  with  instructions,  are  avail¬ 
able  at  the  Office  of  the  Deputy  Administra¬ 
tor,  Investment  Division,  Small  Business 
Administration,  811  Vermont  Avenue  NW., 
Washington  25,  D.C.,  and  at  all  Regional 
Offices  of  the  Small  Business  Administration, 
the  addresses  of  which  offices  may  be  ob¬ 
tained  from  the  Office  of  the  Deputy  Admin¬ 
istrator,  Investment  Division,  Small  Business 
Administration,  811  Vermont  Avenue  NW., 
Washington  25,  D.C. 

4  Filed  with  the  Federal  Register  Office  as 
part  of  the  original  document.  Copies  of 

SBA  Form _ _  Certification  of  Intent,  are 

available  at  the  Office  of  the  Deputy  Admin¬ 
istrator,  Investment  Division,  Small  Business 
Administration,  811  Vermont  Avenue  NW., 
Washington  25,  D.C.,  and  at  all  Regional 
Offices  of  the  Small  Business  Administration, 
the  address  of  which  offices  may  be  obtained 
from  the  Office  of  the  Deputy  Administrator, 
Investment  Division,  Small  Business  Admin¬ 
istration,  811  Vermont  Avenue  NW.,  Wash¬ 
ington  25.  D.C. 


Saturday,  July  8, 1961 


8 107.705 
ices. 


Consulting  and  advisory  serv- 


(a)  Consulting  and  advisory  services 
hall  consist  only  of  advice  with  respect 
tn  the  financial,  management  and  op¬ 
erating  activities  of  a  small  business 
fioncern;  and  shall  not  include  perform¬ 
ance  by  the  Licensee  of  any  financial, 
management  or  operating  activity  of  the 
small  business  concern. 

(b)  Consulting  and  advisory  services 
may  be  provided  by  a  Licensee  to  only 

those  small  business  concerns  which 
meet  the  eligibility  requirements  under 
♦be  Act  and  the  regulations  thereunder; 
and  (2)  another  Licensee  in  connection 
with  the  financing  of  a  small  business 
concern  with  which  the  latter  Licensee 
proposes  to  negotiate  forthwith  or  is 
then  in  process  of  negotiation  for  financ¬ 


ing, 


(c)  A  Licensee  may  render  consulting 
and  advisory  services  to  small  business 
concerns  for  whom  the  Licensee  does 
not  provide  financing:  Provided,  how¬ 
ever,  That  such  services  shall  not  con¬ 
stitute  a  major  source  of  the  income  of  a 
licensee  (including  as  part  of  Licensee’s 
income  the  net  income,  before  Federal 
income  taxes,  of  said  Licensee’s  sub¬ 
sidiary  corporation  under  §  107.706) . 


§  107.706  Subsidiary  corporation  for 
consulting  and  advisory  services. 


(a)  A  Licensee  may  organize  and  es¬ 
tablish  a  corporation  which  shall  be, 
and  remain,  chartered  for  the  sole  and 
express  purpose  of  providing  on  behalf 
of  the  parent-Licensee  consulting  and 
advisory  services  to  small  business  con¬ 
cerns  subject  to  the  provisions  of  the 
Act  and  the  regulations  thereunder,  in¬ 
cluding  §  107.705,  and  including  in  addi¬ 
tion  thereto: 

(1)  All  of  the  stock  of  the  subsidiary 
corporation  shall  be  owned  and  totally 
held  by  the  individual  Licensee  that  shall 
organize  such  subsidiary  corporation; 
the  parent-Licensee  shall  never  sell, 
transfer  or  otherwise  divest  itself  of  any 
part  of  the  stock  of  its  subsidiary  cor¬ 
poration,  except  that  the  parent-Licensee 
may  transfer  back  part  of  the  stock  of  its 
subsidiary  corporation  to  the  treasury 
of  the  subsidiary  corporation  and  such 
stock  shall  be  forthwith  retired  and  can¬ 
celled.  In  the  event  of  the  liquidation 
of  the  subsidiary  corporation,  the  char¬ 
ter  of  such  corporation  shall  be  sur¬ 
rendered  and  terminated. 

(2)  Each  officer  or  director  of  the  sub¬ 
sidiary  corporation  must  be  at  the  same 
time  either  an  officer  or  a  director  of  the 
parent-Licensee. 

(3)  The  financial  investment  by  the 
parent-Licensee  in  its  subsidiary  cor¬ 
poration  shall  not  exceed  one  percent  of 
the  Licensee’s  capital  and  surplus.  Loans 
by  the  parent-Licensee  to  its  subsidiary 
corporation  shall  not  exceed  one  percent 
of  the  Licensee’s  capital  and  surplus. 

(b)  The  parent-Licensee  shall  be  re¬ 
sponsible  for  compliance  by  its  subsid¬ 
iary  corporation  with  the  Act  and  the 
regulations.  Reports  submitted  to  SBA 
by  the  parent-Licensee  shall  reflect  con¬ 
solidated  figures  covering  the  activities 
of  both  the  parent-Licensee  and  its  sub¬ 
sidiary  corporation,  and  the  subsidiary 
corporation  shall  make  such  separate 
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reports  covering  its  activities  to  SBA 
as  shall  be  required  by  SBA.  The  sub¬ 
sidiary  corporation  shall  be  subject  to 
examinations  by  examiners  selected  or 
approved  by  SBA,  and  in  the  event  of  the 
failure  by  the  subsidiary  corporation  to 
make  reports  or  to  submit  to  examina¬ 
tions  as  required  by  SBA,  such  failure  by 
the  subsidiary  corporation  may  be  acted 
upon  by  SBA  as  the  failure  of  the  par¬ 
ent-Licensee  and  shall  subject  the  latter 
to  any  penalty  provided  in  the  Act  or  the 
regulations  thereunder. 

§  107.707  Services  to  banks  or  other 
financial  institutions. 

A  Licensee  may  render  services  for  and 
receive  compensation  from  banks  or 
pther  financial  institutions  only  in  con¬ 
nection  with  the  financing  of,  or  the 
providing  of  consulting  and  advisory 
services  to,  a  small  business  concern  by 
the  Licensee  in  participation  or  coopera¬ 
tion  with  such  bank  or  other  financial 
institution. 

§  107.708  Aggregate  limitation  on  in¬ 
vestments  and  loans. 

Without  the  prior  written  approval  of 
SBA,  the  aggregate  amount  of  loan  obli¬ 
gations  and  Equity  Securities  of  any 
single  small  business  concern  held,  or  for 
which  commitments  may  be  made,  by 
any  Licensee,  shall  not  exceed  twenty 
percent  of  the  combined  paid-in  capital 
and  paid-in  surplus  of  such  Licensee 
(including  in  such  Licensee’s  capital  and 
surplus  the  outstanding  amount  of  its 
SBA  loan  under  section  302(a)  of  the 
act). 

§  107.709  Conditions  governing  dis¬ 
bursement  of  SBA  funds. 

(a)  Prior  to  the  disbursement  of  any 
funds  to  a  Licensee  under  the  authority 
of  section  302(a)  or  section  303(b)  of 
the  Act,  the  Licensee,  by  and  through  its 
duly  authorized  officer,  shall  execute  and 
deliver  to  SBA  the  following  written  cer¬ 
tification  and  statement  on  SBA  Form 
No.  420.5 

(b)  Such  certificate  and  statement 
may  be  qualified  with  such  information, 
explanation,  and  data  as  the  parties 
thereto  may  determine  and  establish  as 
a  part  thereof ;  Provided,  however.  That 
upon  the  inclusion  in  any  such  certifi¬ 
cate  and  statement  any  such  qualifying 
material  SBA  may  withhold  disburse¬ 
ment  of  all  or  any  portion  of  the  funds 
involved  pending  consideration  thereof 
by  SBA,  and  after  such  consideration 
SBA  may  thereupon  or  subsequently  can¬ 
cel  any  commitment  or  other  obligation 
to  disburse  all  or  any  portion  oL  the 
funds  involved.  If  SBA  shall  determine, 
by  examination  or  otherwise,  that  there 
is  an  impairment  of  capital,  or  that  there 
has  been  a  violation  by  the  Licensee  of 

6  Piled  with  the  Federal  Register  Office  as 
part  of  the  original  document.  Copies  of 
SBA  Form  420,  Certification  and  Statement 
and  Request  for  Funds,  together  with  in¬ 
structions,  are  available  at  the  Office  of 
the  Deputy  Administrator,  Investment  Divi¬ 
sion,  Small  Business  Administration,  811 
Vermont  Avenue  NW„  Washington  25,  D.C., 
and  at  all  Regional  Offices  of  the  Small  Busi¬ 
ness  Administration,  the  addresses  of  which 
offices  may  be  obtained  from  the  office  of  the 
Deputy  Administrator,  Investment  Division, 
Small  Business  Administration,  811  Vermont 
Avenue  NW.,  Washington  25,  D.C. 


any  provision  of  paragraph  (a)  of  this 
section,  SBA  may  withhold  disburse¬ 
ment  of  all  or  any  portion  of  the  funds 
involved  and  may  thereupon  or  subse¬ 
quently  cancel  any  commitment  or  obli¬ 
gation  to  disburse  all  or  any  part  of  the 
funds  involved. 

(c)  Requests  to  SBA  for  funds  under 
section  302(a)  or  section  303(b)  of  the 
act  shall  be  submitted  on  SBA  Form  No. 
416,®  which  form  in  case  of  requests  for 
financial  assistance  under  section  302 
(a)  of  the  act  shall  be  submitted  as  a 
part  of  the  License  Application. 

§  107.710  Idle  operating  funds. 

(a)  A  Licensee  may  invest  funds  not 
reasonably  needed  for  current  opera¬ 
tions,  only  in  direct  obligations  of,  or 
obligations  guaranteed  as  to  principal 
and  interest  by,  the  United  States  Gov¬ 
ernment. 

(b)  Funds  of  a  Licensee  not  employed 
in  accordance  with  the  provisions  of 
sections  304  and  305  of  the  Act  and  the 
regulations  thereunder,  and  not  invested 
in  accordance  with  paragraph  (a)  of  this 
section,  shall  be  retained'  in  cash  by  the 
Licensee  or  placed  on  demand  deposit 
with  a  commercial  bank  which  is  a  mem¬ 
ber  of  the  Federal  Deposit  Insurance 
Corporation. 

§  107.711  Insurance. 

(a)  A  Licensee  shall  maintain  fidelity 
or  such  other  types  of  bonds  or  insur¬ 
ance  as  shall  be  required  by  SBA. 

(b)  Each  Licensee  shall  provide  and 
maintain  a  fidelity  bond  in  form  ac¬ 
ceptable  to  SBA  covering  each  officer  or 
employee  who  has  control  over  or  access 
to  cash,  securities,  or  other  property  of 
the  Licensee.  Such  bond  shall  cover  all 
such  persons  and  shall  be  approved  by 
the  board  of  directors  of  the  Licensee  for 
the  protection  of  the  Licensee.  Brokers 
Blanket  Bond,  Standard  Form  No.  14,  or 
other  bond  containing  equivalent  surety 
provisions,  will  be  acceptable  to  SBA. 
Each  such  bond  must  be  executed  by  a 
surety  holding  a  certificate  of  authority 
from  the  Secretary  of  the  Treasury  under 
the  act  of  Cpngress  approved  July  30, 
1947  (6  U.S.C.,  secs.  6-13)  as  an  ac¬ 
ceptable  surety  on  Federal  bonds  in  the 
State  or  jurisdiction  concerned.  In  lieu 
of  the  foregoing,  a  Licensee  which  sub¬ 
mits  evidence  satisfactory  to  SBA  that  it 
has  suitable  fidelity  bond  coverage  in 
form  and  substance  acceptable  to  SBA  in 
an  amount  at  least  equal  to  the  minimum 
coverage  required  for  such  company  in 
the  table  set  forth  below  may  be  consid¬ 
ered  as  having  met  the  requirements  of 
this  section  upon  written  approval  by 
SBA.  The  minimum  amount  of  fidelity 
bond  for  each  Licensee  acceptable  to 
SBA  shall  be  based  upon  the  total 
amount  of  the  assets  of  the  Licensee  plus 
the  unpaid  balance  of  loans  and  invest- 

*  Filed  with  the  Federal  Register  Office  as 
part  of  the  original  document.  Copies  of 
SBA  Form  416,  Loan  Application,  together 
with  instructions,  are  available  at  the  Office 
of  the  Deputy  Administrator,  Investment 
Division,  Small  Business  Administration,  811 
Vermont  Avenue  NW.,  Washington  25,  D.C., 
and  at  all  Regional  Offices  of  the  Small  Busi¬ 
ness  Administration,  the  addresses  of  which 
offices  may  be  obtained  from  the  office  of  the 
Deputy  Administrator,  Investment  Division, 
Small  Business  Administration,  811  Vermont 
Avenue  NW.,  Washington  25,  D.C. 
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ments  which  the  Licensee  has  contracted 
to  service  for  others,  as  follows: 

Minimum 


Assets  coverage 

Up  to  $300, 000 _ - . $20,000 

$300,001  to  $400,000— .  25,000 

$400,001  to  $500,000 _  30,  000 

$500,001  to  $750,000 .  40,  000 

$750,001  to  $1,000,000 . -  50,  000 

$1,000,001  to  $2,000,000 . 75,000 

$2,000,001  to  $3,000,000 _  100,000 

$3,000,001  to  $4, 000,000 _  125,000 

$4,000,001  to  $5,000,000 .  150,  000 

$5,000,001  to  $7,500,000 .  175,000 

$7,500,001  to  $10,000,000 .  200,  000 

$10,000,000  and  over _  (•) 


*  $225,000  plus  $10,000  for  each  $1,000,000 
or  fraction  thereof  over  $15,000,000,  except 
that  no  Licensee  shall  be  required  to  provide 
and  maintain  a  fidelity  bond  in  an  amount 
greater  than  $1,000,000. 

§  107.712  Identification  of  Licensee. 

(a)  The  corporate  name  shall  be  such 
as  not  to  misinform  or  mislead  interested 
parties  and  the  public  of  the  purpose  and 
function  of  said  company.  Such  corpo¬ 
rate  name  shall  not  include  the  words 
“United  States”,  “National”,  “Federal”, 
“Reserve”  or  “Government.”  The  name 
shall  not  be  so  similar  to  that  of  another 
organization  as  to  imply  association  with 
any  other  organization  without  prior  ap¬ 
proval  from  such  organization. 

(b)  Each  Licensee  shall  display  its 
original  License  in  a  prominent  place  in 
or  about  its  principal  office;  and  a  copy 
thereof  shall  be  displayed  likewise  in  or 
about  any  branch  office  or  agency. 

(c)  Advertisements,  annual  state¬ 
ments,  solicitations  to  investors,  any 
communication  made  by  or  at  the  behest 
of  a  Licensee  intended  as  a  public  state¬ 
ment  by  said  Licensee,  or  any  printed 
matter,  including  stationery  imprinted 
with  the  name  of  the  Licensee,  shall 
identify  that  Licensee  as  “a  Federal  Li¬ 
censee  under  the  Small  Business  Invest¬ 
ment  Act  of  1958.” 

§  107.713  Common  tenancy. 

A  Licensee  shall  not  establish  or  main¬ 
tain  an  office  or  place  of  doing  business 
which  is  located  in  the  same  physical 
premises  or  place  of  business  of  any  other 
Licensee.  A  Licensee  shall  not  have  a 
common  private  entrance  or  a  private 
connecting  door  or  entrance  with  any 
other  Licensee. 

§  107.714  Branch  offices  and  agencies. 

A  Licensee  shall  not  establish  any 
branches  or  agencies  except  with  the 
prior  approval  of  SBA.  If  the  establish¬ 
ment  of  such  branch  or  agency  does  not 
occur  within  60  days  of  such  approval, 
such  approval  will  be  withdrawn. 

§  107.715  Prohibited  uses. 

No  funds  may  be  provided  by  a  Li¬ 
censee  for: 

(a)  Re-lending  by  the  small  business 
concern;  nor  may  funds  be  provided  to 
a  small  business  concern  if  the  business 
activity  of  such  concern  involves  the 
investing,  lending,  or  other  providing  of 
funds  to  others  in  exchange  for  an  equity 
interest  or  monetary  obligation. 

(b)  Purposes  not  contemplated  by  the 
act; 

(c)  Purposes  contrary  to  the  public 
interest,  including  but  not  limited  .to 


gambling  enterprises  and  activities,  and 
any  purpose  which  would  encourage 
monopoly  or  be  inconsistent  with  ac¬ 
cepted  standards  of  free  competitive  en¬ 
terprise;  or 

(d)  Use  outside  the  States  herein  de¬ 
fined:  Provided,  however.  That  a  Li¬ 
censee  may  provide  funds  to  a  small 
business  concern  which  is  subject  to 
State  or  Federal  jurisdiction,  (1)  for  use 
in  the  domestic  production  of  products 
for  distribution  abroad,  or  to  acquire 
abroad  materials  for  such  operation  or 
(2)  for  use  in  its  branch  operations 
abroad  or  for  transfer  to  its  controlled 
foreign  subsidiary  in  exchange  for 
further  equity  interest  in  or  the  mone¬ 
tary  obligation  of  such  foreign  subsidi¬ 
ary;  so  long  as  the  major  portion  of  the 
assets  and  activities  of  such  concern,  af¬ 
ter  funds  are  so  employed,  remains 
within  the  territorial  jurisdiction  of  the 
United  States. 

(e)  Financing  land  speculations  of 
small  business  concerns:  Provided,  how¬ 
ever,  That  small  business  concerns  may 
use  funds  for  the  acquisition  and  prompt 
development  of  land. 

(f)  Any  corporation,  individual,  part¬ 
nership,  or  any  other  entity,  that  is  not 
engaged  in  a  business  operation  con¬ 
ducted  as  a  regular  and  continuous  ac¬ 
tivity.  The  mere  ownership  of  property, 
and  the  collection  of  rents,  income  or 
profits  therefrom,  shall  not  constitute  a 
business  operation.  Buying  and  selling 
property  on  a  regular  and  continuous 
basis  may  constitute  operation  of  a 
business;  but  leasing  of  property  shall 
not  constitute  a  business  operation  un¬ 
less  the  lessor  is  regularly  and  continu¬ 
ously  engaged  in  performing  services  in 
connection  with  the  marketing,  opera¬ 
tion  or  maintenance  of  such  leased 
property. 

(g)  A  small  business  concern  which  is 
a  customer  of  a  vendor  which  owns  or 
controls  the  Licensee,  if  the  funds  (or 
funds  of  the  small  business  concern  re¬ 
leased  by  such  financing)  are  used  by 
the  small  business  concern  to  purchase 
items  or  services  sold  to  the  small  busi¬ 
ness  concern  by  such  vendor. 

§  107.716  Self-dealing  limitation. 

(a)  Self-dealing  to  the  prejudice  of 
SBA  or  the  Licensee’s  shareholders  is 
prohibited. 

(b)  Without  the  prior  written  approval 
of  SBA,  a  Licensee  shall  not  purchase 
Equity  Securities  of,  or  make  a  loan  to, 
an  officer  or  a  director  of  the  Licensee, 
or  any  person  owning  or  controlling,  di¬ 
rectly  or  indirectly  ten  or  more  percent 
of  the  stock  of  said  Licensee,  or  any  close 
relate  of  such  officer,  director,  or  stock 
owner  or  controller,  nor  shall  the  Licen¬ 
see  purchase  Equity  Securities  of  or  make 
a  loan  to  any  company  in  which  such 
officer  or  director  or  such  owner  or  con¬ 
troller  of  the  Licensee’s  stock,  or  his  close 
relative  is  an  officer  or  director  or  owns 
or  controls  ten  or  more  percent  of  the 
stock  of  such  company:  Provided,  fur¬ 
ther,  That  without  the  prior  written  ap¬ 
proval  of  SBA  a  Licensee  shall  not  make 
such  purchase  of  such  securities  or  make 
such  loan  within  six  months  after  the 
termination  of  such  officership  or  direc¬ 
torship  in  the  Licensee,  or  within  six 


months  after  the  termination  of  such 
ownership  or  control  of  ten  or  more  Der 
cent  of  the  Licensee’s  stock.  Nothw 
herein  contained  is  intended  to  preclude 
a  Licensee  from  permitting  an  officer 
employee  or  representative  from  serving 
as  a  director,  officer,  or  in  any  other  ca 
pacity  in  the  management  of  a  small 
business  concern  for  the  purpose  of  pro 
tecting  its  investment  in  or  loan  to  such 
concern. 

Examinations  and  Reports 
§  107.801  Examinations. 

(a)  Each  Licensee  shall  be  subject  to 
examination  by  SBA. 

(b)  Such  examinations  shall  cover  any 
and  all  matters  as  determined  by  SBA 
and  shall  be  conducted  by  SBA  exam¬ 
iners  or  by  any  examiners  selected  or 
approved  by  SBA. 

(c)  The  cost  of  each  examination 
made  by  other  than  SBA  examiners  shall 
be  paid  by  the  Licensee  involved;  and 
the  cost  of  any  examination  made  by 
SBA  examiners,  including  the  compensa¬ 
tion  of  such  examiners,  may,  in  the  dis¬ 
cretion  of  SBA,  be  assessed  against  the 
company  examined  and  when  so  assessed 
shall  be  paid  by  such  company. 

(d)  The  time  and  manner  of  conduct¬ 
ing  any  such  examination  shall  be  de¬ 
termined  by  SBA  in  each  case. 

(e)  As  such  examination,  SBA  may 
accept  an  audit  and  examination1  con¬ 
ducted  by  an  independent  certified  public 
accountant,  selected  or  approved  by  SBA, 
and  a  report  thereof  containing  the 
accountant’s  certificate  required  by  ' 
§  107.802,  together  with  such  addi¬ 
tional  information  as  may  be  requested 
by  SBA. 

§  107.802  Reports. 

(a)  Each  Licensee  shall  keep  current 
financial  records  in  accordance  with 
generally  accepted  accounting  principles. 
All  financial  reports  furnished  to  SBA 
by  Licensees  shall  make  full  and  com¬ 
plete  disclosure  of  all  matters  relevant 
to  the  Act  and  Regulations. 

(b)  At  the  time  any  financial  report  is 
furnished  to  investors  and  shareholders 
of  a  Licensee,  such  Licensee  shall  submit 
to  the  Investment  Administration  Divi¬ 
sion,  Small  Business  Administration, 
Washington  25,  D.C.,  three  (3)  copies 
of  such  report. 

(c)  Each  Licensee  shall  submit  to 
SBA,  at  the  end  of  the  first  six  months 


1  See  the  Audit  and  Examination  Guide  for 
Small  Business  Investment  Companies  filed 
with  the  Federal  Register  Office  as  part  of 
the  original  document. 

The  Audit  and  Examination  Guide  for 
Small  Business  Investment  Companies  has 
been  prepared  by  SBA  to  inform  licensees 
and  independent  certified  public  accountants 
engaged  by  them  as  to  SBA’s  requirements 
concerning  audits  and  examinations  of 
SBICs.  Copies  of  such  Audit  and  Examina¬ 
tion  Guide  are  made  available  to  Licensees 
and  their  independent  CPA’s  through  the 
Office  of  the  Chief,  Investment  Administra¬ 
tion  Division  of  the  Small  Business  Adminis¬ 
tration,  811  Vermont  Avenue  NW.,  Washing¬ 
ton  25,  D.C.,  and  at  all  Regional  Offices  of  the 
Small  Business  Administration,  the  addresses 
of  which  offices  may  be  obtained  from  the 
Office  of  the  Administrator  of  the  Small 
Business  Administration. 
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riod  of  each  fiscal  year,  a  report  con- 
TiniiuJ  financial  statements  covering 
months  period;  at  the  end  of 
ggcai  year  a  report  containing  fi- 
^ial  statements  for  the  fiscal  year; 
“JJ  when  requested  by  SBA,  interim  fi- 
^cial  reports.  The  fiscal  year  to  which 
JJJJ.  reports  shall  relate  shall  be  for 
cra  nurposes  the  period  beginning  April 
fandending  March  31. 

(1)  The  report  as  of  the  end  of  each 
fiscal  year  shall  contain,  or  be  accom- 
oanied  by,  an  opinion  by  an  independent 
certified  public  accountant,  selected  or 
anproved  by  SBA,  on  the  financial 
statements  for  the  fiscal  year  included 
therein,  unless  a  different  twelve-month 
period  to  be  covered  by  the  annual 
audit  is  expressly  given  prior  approval 
in  writing  by  SBA.  Such  opinion  shall 
be  based  on  an  audit  conducted  in  ac¬ 
cordance  with  generally  accepted  audit¬ 
ing  standards. 

(2)  The  accountant’s  certificate  shall 
be  dated,  shall  be  signed  manually,  and 
shall  identify  without  detailed  enumera¬ 
tion  the  financial  statements  covered  by 
the  certificate.  The  accountant’s  certifi¬ 
cate  shall  state  whether  the  audit  was 
made  in  accordance  with  generally  ac¬ 
cepted  auditing  standards;  and  shall 
designate  any  auditing  procedures  gener¬ 
ally  recognized  as  normal,  or  deemed 
necessary  by  the  accountant  under  the 
circumstances  of  the  particular  case, 
which  have  been  omitted,  and  the  rea¬ 
sons  for  their  omission.  Nothing  in 
this  section  shall  be  construed  to 
imply  authority  for  the  omission  of  any 
procedure  which  independent  account¬ 
ants  would  ordinarily  employ  in  the 
course  of  an  audit  made  for  the  purpose 
of  expressing  the  opinion  required  as 
stated  hereinafter.  The  accountant’s 
certificate  shall  state  clearly:  (i)  The 
opinion  of  the  accountant  in  respect  of 
the  accounting  principles  and  practices 
reflected  in  the  financial  statements 
and  as  to  the  fairness  with  which  the 
financial  statements  present  the  finan¬ 
cial  position  of  the  Licensee  at  the  audit 
date  and  the  results  of  its  operations 
for  the  period;  (ii)  the  opinion  of  the 
accountant  as  to  any  material  changes 
in  accounting  principles  or  practices  or 
method  of  applying  the  accounting 
principles  or  practices,  or  adjustments 
of  the  accounts,  which  affect  compara¬ 
bility  of  such  financial  statements  with 
those  of  prior  or  future  periods;  and 
(iii)  the  nature  of,  and  the  opinion  of 
the  accountant  as  to,  any  material  dif¬ 
ferences  between  the  accounting  prin¬ 
ciples  and  practices  reflected  in  the 
financial  statements  and  those  reflected 
in  the  accounts  after  the  entry  of  ad¬ 
justments  for  the  period  under  review. 
Any  matters  to  which  the  accountant 
takes  exception  shall  be  clearly  identi¬ 
fied,  the  exception  thereto  specifically 
and  clearly  stated,  and,  to  the  extent 
practicable,  the  effect  of  each  such  ex¬ 
ception  on  the  related  financial  state¬ 
ments  given. 

(d)  The  financial  reports  required  by 
this  section  to  be  submitted  to  SBA  by 
Licensees  shall  be  on  the  prescribed  form 
constituting  the  Financial  Report,  SBA 


Form  468,®  which  is  designed  for  submis¬ 
sion  in  part  or  in  its  entirety.  Part  I 
requires  statement  of  financial  condition, 
statement  of  statutory  capital  and  sur¬ 
plus,  statement  of  income  and  expense, 
and  statement  of  realized  gain  or  loss  on 
investments.  Part  n  requires  support¬ 
ing  Schedules  1  through  7,  and  Part  m 
requires  supporting  Schedules  8  through 
20.  Part  I,  together  with  any  sched¬ 
ule  (s)  of  Parts  II  and  III  that  may  be 
specified,  comprises  the  interim  report 
required  to  be  submitted,  upon  request 
by  SBA,  for  any  period  of  one  month  or 
more.  Parts  I  and  II  comprise  the  re¬ 
port  required  to  be  submitted  to  SBA 
covering  the  first  six  months  period  of 
each  fiscal  year.  Parts  I,  n,  and  HI 
comprise  the  annual  report  required  to 
be  submitted  to  SBA  covering  the  entire 
fiscal  year.  With  the  exception  of  the 
annual  report  upon  which  an  independ¬ 
ent  certified  public  accountant  has  ex¬ 
pressed  an  opinion,  the  Financial  Report 
shall  be  submitted  in  triplicate  to  the 
Investment  Administration  Division, 
Small  Business  Administration,  Wash¬ 
ington  25,  D.C.,  on  or  before  the  last  day 
of  the  month  immediately  following  the 
close  of  the  period  covered  by  the  report. 
Such  annual  report  shall  be  submitted  in 
triplicate  to  the  Investment  Administra¬ 
tion  Division,  Small  Business  Adminis¬ 
tration,  Washington  25,  D.C.,  on  or 
before  the  last  day  of  the  third  month 
following  the  close  of  the  fiscal  year  to 
which  such  annual  report  relates.  When 
the  Licensee  has  one  or  more  branch 
offices,  the  data  contained  in  the  basic 
financial  statements  and  all  supporting 
schedules  shall  comprise  a  consolidation 
of  the  figures  for  the  principal  office  and 
all  branches.  All  money  amounts  re¬ 
quired  to  be  shown  in  the  financial  state¬ 
ments  and  schedules  may  be  expressed 
in  even  dollars,  at  the  option  of  the 
Licensee.  If  the  financial  data  are  ex¬ 
pressed  in  even  dollars,  appropriate  ad¬ 
justments  of  individual  amounts  shall 
be  made  for  the  fractional  parts  of  a 
dollar  so  that  the  items  will  add  to  the 
totals  shown.  The  Financial  Report 
prepared  by  each  Licensee  shall  present 
fairly  the  financial  position  of  the 
Licensee  as  of  the  close  of  the  period 
covered  by  the  report  and  the  results  of 
the  Licensee’s  operations  for  such 
period,  and  shall  be  prepared  in  accord¬ 
ance  with  the  detailed  instructions  given 
in  paragraph  (h)  of  this  section. 

(e)  The  verification  of  the  Financial 
Report  shall  bear  the  signature  of  the 
chief  financial  officer,  or  other  officer  au¬ 
thorized  by  the  board  of  directors  to 
sign  in  the  event  the  chief  financial  offi¬ 
cer  is  unavailable.  The  date  on  which 
the  signature  is  affixed  shall  be  shown. 
When  only  Part  I  of  the  Financial  Re¬ 
port  is  submitted,  with  or  without  any 
specified  schedule  (s)  from  Parts  II  and 


8  Form  filed  as  a  part  of  the  original  docu¬ 
ment.  Licensees  requifed  to  file  a  registra¬ 
tion  statement  under  the  Investment  Com¬ 
pany  Act  of  1940  should  refer  to  the  rules 
and  forms  promulgated  by  the  Securities  and 
Exchange  Commission,  Washington  25,  D.C., 
concerning  the  applicability  of  this  report  in 
fulfilling  the  Commission’s  requirements  for 
financial  reports. 


Ill,  the  signature  shall  be  affixed  in 
the  space  provided  therefor  in  Part  I; 
when  Parts  I  and  n  of  the  Financial 
Report  are  submitted,  the  signature 
shall  be  placed  in  the  space  provided 
therefor  in  Part  II  and  need  not  be  af¬ 
fixed  in  Part  I;  and  when  Parts  I,  n,  and 
HI  of  the  Financial  Report  are  submit¬ 
ted,  the  signature  shall  be  entered  in  the 
space  provided  therefor  in  Part  HI  and 
need  not  be  affixed  in  either  Part  I  or 
Part  H.  When  Parts  I,  II,  and  in  are 
submitted,  a  secretarial  officer  of  the  Li¬ 
censee  shall  attest  by  signature  to  the 
fact  that  the  minutes  of  a  meeting  of 
the  board  of  directors  of  the  Licensee 
show  that  the  Financial  Report  compris¬ 
ing  Parts  I,  n,  and  HI  has  been  reviewed 
and  approved  by  the  board  of  directors. 
All  three  copies  of  the  Financial  Report 
to  be  furnished  to  the  Small  Business 
Administration  .shall  bear  the  original 
signature (s)  of  the  verifying  officer  (s) 
in  ink. 

(f)  Whenever  any  assets  are  pledged 
as  collateral  or  are  earmarked  for  seg¬ 
regation  under  a  negative  pledge  or  sim¬ 
ilar  agreement,  the  word  “pledged”  or 
the  word  “earmarked,”  as  appropriate, 
together  with  the  amount  involved,  shall 
be  shown  in  parentheses  immediately 
following  the  appropriate  asset  title  in 
the  statement  of  financial  condition,  and 
the  identity  of  the  assets  pledged  or  ear¬ 
marked  shall  be  indicated  in  the  support¬ 
ing  schedules.  Whenever  amounts  are 
classified  as  “current”  and  “noncurrent,” 
“current”  shall  refer  to  the  amount  ma¬ 
turing  within  one  year  and  “noncurrent” 
shall  refer  to  the  amount  maturing  after 
one  year.  If,  however,  an  amount  will 
mature  within  one  year  but  is  not  rea¬ 
sonably  expected  to  be  paid  when  due, 
it  shall  be  classified  as  “noncurrent.” 

(g)  Copies  of  the  Financial  Report, 
SBA  Form  468,  together  with  instruc¬ 
tions,  are  available  at  the  Office  of  the 
Investment  Division  of  the  Small  Busi¬ 
ness  Administration,  811  Vermont  Ave¬ 
nue  NW.,  Washington  25,  D.C.,  and  all 
Regional  Offices  of  the  Small  Business 
Administration,  the  addresses  of  which 
offices  may  be  obtained  from  the  Office  of 
the  Administrator  of  the  Small  Business 
Administration,  811  Vermont  Avenue 
NW.,  Washington  25,  D.C. 

(h)  The  Financial  Report,  SBA  Form 
468,  required  to  be  used  by  all  Licensees 
in  making  financial  reports  to  SBA  is 
designed  to  furnish  the  companies  and 
SBA  with  the  information  needed  for 
their  respective  purposes.  The  Finan¬ 
cial  Report,  SBA  Form  468,*  which  is  in¬ 
corporated  in  and  expressly  made  a  part 
of  this  section. 

(i)  Each  Licensee  shall  submit  in  trip¬ 
licate  to  the  Investment  Division,  Small 


» Form,  as  amended,  filed  with  the  Federal 
Register  Office  as  part  of  the  original  docu¬ 
ment.  Copies  of  SBA  Form  468,  Financial 
Report,  as  amended,  together  with  amended 
instructions,  are  available  at  the  Office  of  the 
Investment  Division  of  the  Small  Business 
Administration,  811  Vermont  Avenue  NW., 
Washington  25,  D.C.,  and  at  all  Regional 
Offices  of  the  Small  Business  Administration, 
the  addresses  of  which  offices  may  be  obtained 
from  the  Office  of  the  Deputy  Administrator, 
Investment  Division,  Small  Business  Admin¬ 
istration. 
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Business  Administration,  Washington  25, 
D.C.,  at  the  end  of  the  first  six  months' 
period  of  each  fiscal  year,  and  at  the  end 
of  the  second  six  months’  period  of  each 
fiscal  year,  an  activity  report,  showing 
by  significant  categories  the  amounts  of 
the  Licensee’s  loan  and  equity  financing 
transactions  for  the  period  covered  by 
the  report,  in  accordance  with  the  in¬ 
structions  contained  in  subparagraph  (3) 
of  this  paragraph,  for  preparation  of  the 
Activity  Report,  SBA  Form  477, 10  which 
form  is  incorporated  in  and  expressly 
made  a  part  of  this  section.  The  fiscal 
year  to  which  such  reports  shall  relate 
shall  be  for  SBA  purposes  the  period  be¬ 
ginning  April  1  and  ending  March  31. 
Such  Activity  Report  shall  be  submitted 
on  or  before  the  last  day  of  the  month 
immediately  following  the  close  of  the 
six  months’  period  covered  by  such 
report. 

(j)  In  addition  to  the  reports  required 
elsewhere  in  this  section  each  Licensee 
shall,  upon  request  by  SBA,  submit  to  the 
Investment  Division,  Small  Business  Ad¬ 
ministration,  Washington  25,  D.C.,  such 
other  reports  at  such  times  and  in  such 
forms  as  SBA  shall  require. 

Compliance  and  Enforcement 
§  107.901  Enjoiner  of  violations. 

Whenever  in  the  judgment  of  SBA  any 
person,  including  a  Licensee,  has  en¬ 
gaged  or  is  about  to  engage  in  any  acts 
or  practices  which  constitute  or  will  con¬ 
stitute  a  violation  of  any  provisions  of 
the  act  or  of  any  regulation  thereunder, 
SBA  may  apply  to  a  proper  court  for 
an  order  enjoining  such  act  or  practices 
or  for  an  order  enforcing  compliance 
with  such  provision  or  regulation. 

§  107.902  Forfeiture  of  License. 

Final  determination  by  a  court  of  the 
United  States  that  a  Licensee  has  vio¬ 
lated  or  failed  to  comply  with  any  of  the 
provisions  of  the  act  or  regulations  pre¬ 
scribed  thereunder,  shall  thereupon  ef¬ 
fect  a  forfeiture  of  the  License  of  such 
Licensee. 

Interpretations 

§  107.0100  Capital  structure  of  licensees 
(interpreting  section  302  of  the  Act). 

Whenever  capitalization  of  Licensee  is 
to  consist  of  more  than  one  class  of  stock 
the  voting  rights  and  other  rights  and 
remedies  may  not  be  inequitable  or  dis¬ 
criminatory,  and  may  not  unduly  con¬ 
centrate  control  or  management  of  the 
Licensee  through  pyramiding,  inequitable 
methods,  or  inequitable  distribution. 
Full  disclosure  of  all  voting  rights  and 
other  rights  and  remedies  of  all  classes 


‘•Filed  with  the  Federal  Register  Office  as 
part  of  the  original  document.  Copies  of  the 
Activity  Report,  SBA  Form  477,  together  with 
instructions,  are  available  at  the  Office  of  the 
Deputy  Administrator,  Investment  Division, 
Small  Business  Administration,  811  Vermont 
Avenue  NW.,  Washington  25,  D.C.,  and%t  all 
Regional  Offices  of  the  Small  Business  Ad¬ 
ministration,  the  addresses  of  which  offices 
may  be  obtained  from  the  Office  of  the  Dep¬ 
uty  Administrator,  Investment  Division, 
Small  Business  Administration,  811  Vermont 
Avenue  NW.,  Washington  25,  D.C. 


PROPOSED  RULE  MAKING 

of  stock  must  be  made  to  all  shareholders 
prior  to  their  purchase  of  stock. 

§  107.0101  Repayment  of  subordinated 
debentures  (interpreting  section  302 
(a)  of  the  Act). 

(a)  Repayment  of  subordinated  deben¬ 
tures  must  be  made  in  such  manner  as 
not  to  reduce  paid-in  capital  and  surplus 
below  the  statutory  minimum.  This 
minimum  is  set  by  section  302(a)  of  the 
Act  at  $300,000,  and  subordinated  deben¬ 
tures  are  deemed  to  be  a  part  of  capital 
and  surplus  for  the  purpose  (among 
other  things)  of  providing  this  minimum. 

(b)  At  the  same  time,  the  obligation 
of  a  Licensee  to  repay  a  subordinated 
debenture  is  absolute  and  binding,  and 
is  not  limited  to  the  availability  of  par¬ 
ticular  funds.  For  example,  although 
subordinated  debentures  may  be  repaid 
from  borrowed  funds,  such  repayment 
may  not  be  made  unless  capital  and  sur¬ 
plus  is  simultaneously  maintained  at  or 
above  the  $300,000  level. 

(c)  Thus,  Licensees  should  be  aware 
of  their  obligations  under  the  terms  of 
the  debenture,  and  these  obligations 
should  be  provided  for  in  a  manner  which 
will  insure  compliance  with  the  minimum 
capital  requirements  imposed  by  section 
302  of  the  Act. 

§  107.0102  Participation  by  SBA  with 
a  licensee  under  section  7(a)  of  the 
Small  Business  Act  in  an  SBIC  loan 
(interpreting  sections  302  and  303 
of  the  Act). 

Sections  302  and  303  of  the  Small 
Business  Investment  Act  of  1958  limit 
the  nature  and  degree  of  financial  assist¬ 
ance  which  SBA  is  authorized  to  provide 
Licensees  in  conjunction  with  the  financ¬ 
ing  which  Licensees  are  empowered  to 
render  small  business  concerns.  Under 
these  limitations  SBA  cannot  participate 
with  a  Licensee  under  section  7(a)  of  the 
Small  Business  Act  or  otherwise  in  loans 
made  by  Licensee  to  small  business  con¬ 
cerns. 

§  107.0103  Aid  for  agriculture  (inter¬ 
preting  sections  304  and  305  of  the 
Act). 

The  program  established  by  the  In¬ 
vestment  Act  is  to  aid  business  concerns, 
and  the  assistance  available  through 
such  program  cannot  provide  financial 
or  other  assistance  to  concerns  engaged 
in  agricultural  activities,  namely,  those 
involving  the  production  of  crops  and 
livestock.  In  cooperation  with  the  De¬ 
partment  of  Agriculture,  SBA  has  estab¬ 
lished  certain  basic  guidelines  to  aid  in 
the  determination  whether  an  operation 
is  a  business  or  agricultural  enterprise. 

(a)  Concerns  engaged  solely  or  pri¬ 
marily  in  the  purchase  and  resale  of 
commodities,  the  manufacture,  process- 
.  ing  or  marketing  of  commodities,  or  the 
sale  of  services  to  the  public  are  consid¬ 
ered  to  be  engaged  in  a  business  enter¬ 
prise.  This  includes  the  purchase  of 
fruits,  vegetables  and  flowers  for  resale, 
the  packaging,  freezing,  or  processing  by 
other  means,  of  meats,  fruits,  and  vege¬ 
tables,  the  slaughter  of  livestock  and 
poultry,  the  operation  of  warehouses  and 
cold  storage  plants,  feed  mills,  and  the 
operation  of  a  feed  yard  for  cattle  where 


income  is  derived  from  the  service  opera 
tion  of  housing  and  feeding  the  animak 

(b)  Concerns  engaged  solely  or  ori 
marily  in  the  production  of  agricultural 
commodities  are  considered  to  be  en 
gaged  in  an  agricultural  enterprise 
which  normally  involves  the  cultivator 
of  the  land  for  the  production  of  food 
and  fiber.  This  would  include  concerns 
producing  field  crops,  livestock,  and 
nursery  crops. 

(c)  A  concern  which  is  engaged  in  an 
agricultural  enterprise  as  well  as  a  busi¬ 
ness  enterprise  will  be  classified  accord¬ 
ing  to  the  predominant  part  of  its 
operations,  considering  the  time  devoted 
to  agriculture  and  business  and  the  in¬ 
come  derived  from  each. 

§  107.0104  Short-term  loans  by  a  li. 
censee  (interpreting  §  107.601(d)). 

The  question  has  arisen  as  to  whether 
a  Licensee  may  purchase  Equity  Securi¬ 
ties  from  a  real  estate  developer-builder 
and  follow  up  with  a  less  than  five-year 
maturity  construction  loan  to  such 
builder.  Such  a  short-term  loan  would 
not  be  within  the  exception  of  107.601(d) 
permitting  loans  for  terms  of  less  than 
five  years  when  necessary  to  protect  the 
interest  of  a  Licensee  in  an  existing  long¬ 
term  loan,  Equity  Securities  or  stock. 
The  exception  for  short-term  loans  is  an 
emergency  privilege  which  is  available 
only  if  unavailable  and  as  a  necessity  for 
the  protection  of  a  prior  loan  or 
investment. 

§  107.0105  Eligible  investments  for  idle 
operating  funds  of  SBICs  (interpret¬ 
ing  §  107.710). 

Under  the  provisions  of  §  107.710  a 
Licensee  may  invest  funds  not  reason¬ 
ably  needed  for  current  operations  in 
U.S.  Treasury  bonds,  notes,  certificates, 
and  bills;  U.S.  Savings  bonds,  Series  E 
and  Series  H;  and  Federal  Housing  Ad¬ 
ministration  debentures.  Investment  is 
not  permitted  in  securities  of  the  Fed¬ 
eral  Intermediate  Credit  Banks,  Federal 
National  Mortgage  Association,  Federal 
Home  Loan  Banks,  Federal  Land  Banks, 
Banks  for  Cooperatives,  or  International 
Bank  for  Reconstruction  and  Develop¬ 
ment  (World  Bank). 

§  107.0106  Employment  of  funds  pro¬ 
vided  small  business  concerns  by  li¬ 
censees  (interpreting  §  107.715(a)). 

(a)  The  question  has  been  raised  as 
to  whether  Licensee  may  provide  loans 
to  concerns  known  as  professional  as¬ 
sociations.  Such  associations  would 
transfer  the  proceeds  of  loans  from  Li¬ 
censee  to  institutions  and  professional 
people  in  exchange  for  interest-bearing 
time*  notes. 

(b)  Section  107.715(a)  is  interpreted 
to  provide  that  funds  supplied  small 
business  concerns  by  Licensee  may  not  be 
invested,  loaned,  or  otherwise  trans¬ 
ferred  by  such  small  business  concerns 
for  use  by  others  in  exchange  for  an 
equity  interest  or  promise  to  repay. 
Therefore  the  type  of  financing  described 
above  is  not  permitted.  Similarly,  such 
funds  may  not  be  used  for  financing 
factoring  operations,  or  for  the  purchase 
of  commercial  paper. 
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Appendix 

The  following  forms  are  Illustrative 
,N°vntent  oniy  and  are  not  meant  to  be 
exact  facsimiles  of  the,  forms  to  be  filed  with 

SBA.  j 

SBA  Form  525  - - ,  19_.. 

Small  Business  Administration 

CERTIFICATION  OF  INTENT 

The  licensee  shall  obtain  the  execution 
hereof  by  the  small  business  concern  in¬ 
volved  (applicant)  prior  to  providing  financ¬ 
ing  or  consulting  and  advisory  services  to 
such  concern. 

. (Name  and  address  of  licensee) 

(Name  and  address  of  applicant) 

(Nature  of  applicant’s  business) 

'  Certification 

Applicant,  through  its  duly  authorized  of¬ 
ficer,  hereby  certifies  that  the  named  ap¬ 
plicant  intends  to  conduct  as  a  regular  and 
continuous  business  operation  for  a  period 
of  not  less  than  five  (5)  years  from  the  date 
hereof  the  business  operation  for  which  ap¬ 
plication  for  financing,  or  consulting  and 
advisory  services  is  being  made.  This  cer¬ 
tification  is  made  for  the  purpose  of  securing 
flponr.ing  or  consulting  and  advisory  services 
from  the  above-named  licensee  and  is  made 
with  full  knowledge  and  understanding  of 
the  penalties  provided  for  in  Title  18,  section 
1014,  United  States  Code. 


(Name  of  applicant) 
By . . 

Date - - 


United  States  of  America 
Small  Business  Administration 
[SBA  Form  414,  Revised  9-60,  Part  I] 

Proposal  To  Operate  a  Small  Business  In¬ 
vestment  Company  Under  the  Small  Bus¬ 
iness  Investment  Act  of  1958,  as  Amended 

Date _ _  19 — 

(See  Instructions), 

Item  1.  Name  of  proposed  operator  (exact 
name  as  specified  in  proposed  Articles  of 
Incorporation)  _ 


Item  2.  Proposed  location  of  principal  of¬ 
fice  (to  extent  known) : 

City  and  zone _ 

Street  and  number _ 

County  _ 

State  _ 

Item  3.  Agent  for  correspondence: 

Pull  name _ 

Street  and  number _ 

Telephone  _ 

City  and  zone _ 

State  _ 

Item  4.  Proposed  capitalisation  at  start  of 


business: 

(a)  Capital  stock _ _  $ _ 

(Class)  (Par  value) 

per  share,  authorized  _  shares,  out¬ 


standing  - shares,  sales  price  per  share 

I . -  (cash). 

Resultant  cash  proceeds  as  paid-in  capital 
and  surplus  $ _ 

If  more  than  one  class  of  capital  stock 
- -  $ _ per  share,  authorized 


(Class)  (Par  value) 

-  shares,  outstanding  _  shares, 

sales  price  per  share  $ _ (cash) . 


Resultant  cash  proceeds  as  paid-in  capital 
and  surplus. 

Total  paid-in  capital  and  surplus  from  sale 
of  stock. 

(b)  Subordinated  debentures  proposed  to' 

be  sold  to  SBA. 


Total  paid-in  capital  and  surplus  as  pro¬ 
posed,  Including  subordinated  debentures. 

Less :  Total  organization  expenses,  incurred 
and  proposed. 

Net  paid-in  capital  and  surplus,  Including 
subordinated  debentures. 

(c)  Other  outstanding  debt  securities  (if 
any). 

Part  I — Instructions 

(References  in  parentheses  are  to  act, 
amendments,  and  regulations  in  force  as  of 
date  of  this  form  and  are  for  guidance  only. 
Prior  to  filing  of  this  proposal,  refer  to  and 
read  with  care  the  applicable  act,  amend¬ 
ments,  and  regulations  thereunder.) 

General.  Proposal  Form  414  is  to  be  used 
by  proponents  for  submission  to  the  Small 
Business  Administration  for  consideration 
for  qualification  to  submit  a  license 
application. 

It  is  suggested  that  proponents  not  incor¬ 
porate  the  proposed  operator  until  drafts  of 
the  proposed  articles  of  incorporation  and 
bylaws  have  been  submitted  as  exhibits  to 
Form  414  and  have  been  approved  by  the 
Small  Business  Administration  and  a  “notice 
to  proceed”  has  been  Issued  to  proponents. 

The  initials  “SBA”  and  the  words  “pro¬ 
posed  operator”  and  the  “act”  where  used 
throughout  this  proposal  shall  be  as  defined 
in  section  107.12  of  the  regulations. 

Format,  etc.  This  SBA  Form  414  and  the 
exhibits  required  hereunder  (unless  such 
exhibits  are  excepted  by  specific  instruc¬ 
tions)  must  be  completed  and  submitted  in 
quintuplicate  to  the  SBA  regional  ofifice 
nearest  to  the  principal  office  of  the  proposed 
operator.  Exhibits  should  be  typed  on  a 
good  quality  bond  paper  for  the  original  and 
on  a  good  grade  manifold  paper  for  the 
copies,  both  of  legal  size.  Each  sheet  of  such 
exhibits  must  be  identified  at  the  top  by  a 
number  reference  to  the  related  item,  the 
caption  designated  for  such  item,  and  the 
name  of  the  proposed  operator.  Separate 
sheets  must  be  used  for  each  exhibit  and, 
where  more  than  one  sheet  may  be  neces¬ 
sary  for  an  exhibit,  such  sheets  must  be 
securely  fastened  together  at  the  top  edge. 
In  responding  to  items,  either  include  the 
text  of  the  items  or  make  complete  state¬ 
ments  which  indicate  to  the  reader  coverage 
of  the  items  without  the  necessity  of  his  re¬ 
ferring  to  the  text  or  the  instructions 
thereto;  do  not  include  answers  such  as 
“yes,”  “no,”  or  “inapplicable.” 

Disposition  and  action.  Upon  completion 
of  its  review,  investigations,  and  evaluations 
of  this  proposal,  SBA  may  call  upon  the  pro¬ 
ponents  to  furnish  additional  information 
and  substantiations  considered  to  be  in  the 
interest  of  the  proposal  and  of  SBA’s  evalu¬ 
ation.  As  soon  as  action  has  been  taken  on 
the  proposal,  the  proponents  will  be  notified 
and,  if  the  proposal  is  approved,  will  be 
furnished  with  a  notice  to  proceed  and  a 
license  application.  SBA  Form  415,  which 
will  specify  the  terms  and  conditions  under 
which  a  license^will  be  issued.  (See  sec. 
107.102,  107.201,  107.103,  107.202  of  the 

regulations.) 

Other  Government  agencies.  SBA  is  with¬ 
out  authority  to  interpret,  rule  or  advise 
with  respect  to  any  laws  or  regulations  ad¬ 
ministered  by  the  Securities  and  Exchange 
Commission  (SEC) ,  Internal  Revenue  Serv¬ 
ice  or  any  other  Federal,  State,  or  local  gov¬ 
ernment  agency  and  with  respect  to  the 
proponents’  or  proposed  operator’s  responsi¬ 
bilities  thereunder.  Any  opinions  or  rulings 
of  such  agencies  with  respect  to  such  re¬ 
sponsibilities  of  the  proponents  or  proposed 
operator  will  be  duly  considered  by  SBA  in 
its  determinations. 

SEC  review.  The  proposed  operator  must, 
prior  io  the  issuance  of  a  license  by  SBA, 
submit  evidence  from  the  Securities  and 
Exchange  Commission  that  the  proposed 
operator  is  not  required  to  register  as  an  in¬ 
vestment  company  under  the  Investment 
Company  Act  of  1940  and  that  the  sale  of 


its  securities  as  presently  proposed  is  not 
subject  to  registration  under  the  Securities 
Act  of  1933,  or  if  registration  is  required 
under  said  acts,  evidence  satisfactory  to  SBA 
that  the  proposed  operator  has  complied 
with  such  requirements.  A  copy  of  this  pro¬ 
posal  will  be  furnished  by  SBA  to  the  SEC 
for  concurrent  review.  Proponents  should 
write  to  the  SEC  for  a  determination  of  the 
status  of  the  proposed  operator  under  those 
acts. 

Amendments.  It  is  specifically  called  to 
the  attention  of  the  proposed  operator  that 
this  proposal,  when  it  is  approved  initially 
by  SBA,  will  become  a  part  of  the  license  ap¬ 
plication  and  amendments  thereto  will  re¬ 
quire  approval  of  SBA.  -  (See  sec.  107.704  of 
the  regulations.)  Amendments  should  be 
submitted  in  all  cases  in  quintuplicate  as 
entire  replacing  pages,  items  or  exhibits,  in 
the  same  form  and  size  as  the  original  pro¬ 
posal  and  to  the  SBA  regional  office  nearest 
to  the  principal  office  of  the  proposed  opera¬ 
tor.  Each  original  amended  page  so  sub¬ 
mitted  should  be  authenticated  by  the  date 
and  signature  of  an  authorized  officer  or 
counsel  for  the  proposed  operator  or  licensee, 
and  copies  shall  bear  the  date  and  signature 
of  the  same  person. 

Note:  The  information  to  be  furnished 
under  the  following  items  5-15,  inclusive,  to 
be  by  exhibits. 

Item  5.  Source  of  initial  capital  and  ex¬ 
pansion  plans — (a)  Initial  capital.  (1)  De¬ 
scribe  plans  for  raising  initial  capital,  as 
shown  in  item  4.  Include  the  manner  in 
which  the  securities  of  the  proposed  operator 
are  to  be  offered;  e.g.,  by  sale  to  the  general 
public  or,  if  no  offering  is  to  be  made  to  the 
general  public,  the  names  or  number  of  per¬ 
sons  to  whom  each  class  of  security  is  to  be 
offered,  the  relationship  of  such  persons  to 
the  proposed  operator,  or  its  organizers,  and 
whether  such  persons  are  to  take  the  securi¬ 
ties  for  investment  or  whether  they  are  to 
be  taken  for  resale  to  others.  Also,  describe 
the  manner  in  which  the  securities  are  to  be 
offered;  e.g.,  personal  contact  (indicating 
whether  by  paid  salesmen  or  otherwise),  use 
of  printed  sales  literature,  newspaper  or 
other  advertising,  etc. 

(2)  State  the  number  of  beneficial  owners 
of  each  class  of  securities  and  the  total  num¬ 
ber  of  such  owners,  which  it  is  estimated  the 
proposed  operator  will  have  at  the  comple¬ 
tion  of  its  initial  financing.  Where  a 
corporation  is  to  beneficially  own  10  percent 
or  more  of  the  voting  securities  of  the  pro¬ 
posed  operator,  state  the  number  of  bene¬ 
ficial  owners  of  all  outstanding  securities  of 
that  corporation.  Also  state  whether  the 
value  of  all  securities  owned  by  such  corpo¬ 
ration,  of  licensed  and/or  proposed  small 
business  investment  companies  under  the 
act,  exceeds  5  percent  of  the  value  of  the 
total  assets  of  such  corporation. 

(3)  State  whether  It  is  intended  to  register 
any  of  the  securities  under  the  Securities 
Act  of  1933.  If  not,  state  which  exemption 
from  registration  is  considered  applicable 
(e.g.,  private  offering  exemption)  and  state 
the  facts  which  are  considered  to  be  the 
basis  for  availability  of  such  exemption. 

(4)  State  whether  the  proposed  operator 
will  register  under  the  Investment  Company 
Act  of  1940  and,  if  not,  indicate  the  excep¬ 
tion  or  exemption  in  that  act  relied  upon  to 
make  such  registration  unnecessary. 

(b)  Additional  capital.  (1)  State  plans, 
if  any,  during  the  first  year  of  operation,  for 
raising  additional  capital,  by  sale  of  capital 
stock  and  by  sale  of  debt  securities,  to  SBA 
and  others.  If  to  others,  state  whether  such 
capital  is  to  be  raised  through  an  offering  to 
the  general  public  or  otherwise. 

(2)  State  plans,  if  any,  for  expansion  of 
resources  in  second  year  or  subsequent  years 
of  operation. 

Item  6.  Status  of  organization — Availabil¬ 
ity  of  State  charter,  (a)  If  incorporated, 
state  the  date  charter  was  issued  and  lden- 
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tify  the  Jurisdiction  in  which  incorporated. 

If  not  incorporated,  name  the  proposed  State 
of  incorporation. 

(b)  If  State  charter  has  been  obtained  or 
is  believed  available,  furnish  an  opinion  of 
counsel  for  the  proponents  that  the  proposed 
operator  is,  or  can  be,  chartered  under  State 
law  to  conduct,  in  the  area  defined  under 
item  7  hereof,  only  the  activities  described 
under  title  m  of  the  act,  in  accordance  with 
and  subject  to  the  provisions  and  purpose 
of  the  act  and  subject  to  regulations  pre¬ 
scribed  by  SBA  under  the  act. 

(c)  Submit  as  exhibits  the  proposed  or 
actual  charter  or  articles  of  incorporation, 
showing  the  names  of  the  Incorporators  and 
the  proposed  or  actual  bylaws  of  the  proposed 
operator. 

Item  7.  Area  of  operations — (a)  Definition 
of  area.  Define  the  precise  geographical 
area(s) ,  naming  States  or  other  political  sub¬ 
divisions,  in  which  the  business  of  the  pro¬ 
posed  operator  will  be  principally  carried 
on,  and  indicate  the  locations  in  which 
branch  offices  or  agencies  are  proposed  to  be 
established  within  60  days  following  receipt 
of  a  license  and  the  area  to  be  served  by 
each. 

(b)  Authorization  in  other  States.  If  the 
area  defined  in  paragraph  (a)  above  includes 
one  or -more  States  in  addition  to  the  pro¬ 
posed  State  of  incorporation,  furnish  an 
opinion  of  counsel  that  the  proposed  operator 
can  obtain  authority  or  will  otherwise  be 
entitled  to  conduct,  immediately  upon  the 
issuance  of  a  license,  its  franchise  powers  in 
full  in  such  other  State  (s),  in  accordance 
with  the  provisions  of  its  charter,  the  act 
and  regulations  prescribed  thereunder. 

Item  8.  Need  for  proposed  operator  in  the 
area.  State  the  business  and  economic  fac¬ 
tors  which  indicate  a  need  for  establishment 
of  the  proposed  operator  in  the  area(s)  de¬ 
fined  in  item  7  above. 

Item  9.  Plan  of  operations.  State  fully  the 
general  plan  of  operations,  including  in  de¬ 
tail,  insofar  as  practicable,  the  following: 

(a)  Proposed  officers  and  other  operating 
personnel,  with  a  description  of  their  func¬ 
tions  (exclusive  of  those  mentioned  in  the 
bylaws)  and  their  rates  of  compensation. 
Submit  as  an  exhibit  a  copy  of  any  employ¬ 
ment  contract  with  any  such  person. 

(b)  Proposed  use  of  physical  equipment, 
quarters  or  personnel  of  others,  including  a 
description  of  such  arrangement,  if  any.  If 
the  arrangement  is  for  a  "Tee  and  with  any 
person  specified  in  section  107.716(b)  of  the 
regulations,  specifically  describe  the  services 
to  be  supplied  to,  or  performed  for,  the  pro¬ 
posed  operator  and  the  amount  of  compen¬ 
sation  to  be  paid  therefor.  A  copy  of  any 
contract  for  such  services  should  be  submit¬ 
ted  as  an  exhibit.  If  such  services  are  to  be 
furnished  by  others  without  charge,  submit 
evidence  of  the  authority  of  such  persons  to 
supply  such  services. 

(c)  Any  proposed  consulting  and  advisory 
services  to  be  performed  for  small  business 
concerns  with  the  fees  to  be  charged  for  such 
services. 

(d)  Use  of  investment  advisers,  finders, 
consultants  or  business  managers.  (See  sec. 
107.704(d)  of  the  regulations.) 

Item  10.  Policy.  Describe  the  proposed 
policies  of  the  proposed  operator  with  re¬ 
spect  tp  each  of  the  following  matters:  " 

(a)  Investment  policy.  (1)  Concentration 
of  investments  in  particular  industries  or  in 
particular  types  of  small  business  concerns. 

(2)  The  maximum  percentage  of  voting 
securities  of  any  one  small  business  concern 
which  it  proposes  to  acquire,  directly  or 
through  conversion  or  through  the  exercise 
of  a  warrant,  right,  or  stock  option. 

(b)  Interest,,  discount,  and  other  charges 
on  loans.  (1)  State  the  maximum  annual 


interest  rate  and  maximum  discount  per¬ 
mitted  by  local  law  in  the  operating  area 
to  be  charged  on  equity  type  securities  evi¬ 
dencing  a  debt  and  long  term  loans  to  in¬ 
corporated  and  to  unincorporated  small  busi¬ 
ness  concerns.  (See  sec.  107.501  and  107.601 
of  the  regulations.) 

(2)  State  the  maximum  annual  cost,  item¬ 
ized  as  to  interest,  discount  and  other 
charges,  to  be  charged  to  any  borrower  in 
consideration  of  net  funds  advanced,  for 
both  single  payment  or  installment  type 
loans,  with  annual  cost  computed  as  a  per¬ 
centage  of  average  outstanding  (unpaid)  net 
funds  advanced. 

In  computing  “net  funds  advanced”  for 
this  purpose,  charges  made  by  the  proposed 
operator  against  the  small  business  concern 
at  the  time  of  the  granting  of  the  loan  for 
investigations,  screenings,  credit  reports,  ap¬ 
praisals,  financial  reports,  legal  services,  com¬ 
missions,  etc.,  must  be  added  to  any  discount 
and  correspondingly  reduce  such  “net  funds 
advanced.” 

(c)  Internal  controls  of  funds  and  port¬ 
folio  securities.  Safeguarding  procedures  in¬ 
volving  custody  of  securities  and  approval  of 
disbursements  of  cash  and  withdrawal  of 
securities  from  safekeeping. 

(1)  As  to  the  custody  of  securities: 

(1)  State  the  name,  principal  business  ad¬ 
dress  and  the  nature  of  the  business  of  any 
person  who  is  to  act  as  custodian  of  the 
securities  of  the  proposed  operator  and  de¬ 
scribe  the  arrangements  under  which  such 
securities  are  to  be  held. 

(2)  Approval  of  disbursements  and  with¬ 
drawals:  1 

(i)  Specify  which  officers,  two  or  more  of 
whom  will  be  required  to  sign  all  checks  of 
the  proposed  operator  and  all  authorizations 
for  the  withdrawal  of  securities  from  safe¬ 
keeping,  or 

(ii)  Specify  safeguarding  procedures  which 
will  be  followed  involving  dual  approval  by 
specified  officers  of  disbursements  and  with¬ 
drawals  of  securities  from  safekeeping. 

Item  11.  Management  and  control — (a) 
Relationship.  List  by  name  and  address  the 
following  persons,  corporations,  partnerships 
and  other  entities,  and  show  in  tabular  form, 
(i)  the  proposed  title  or  relationship  of  each 
to  the  proposed  operator,  and  (ii)  the 
<  amount  and  percentage  of  each  class  of  cap- 
'  ital  stock  and  other  securities  of  the  pro¬ 
posed  operator  to  be  owned  by  each  directly 
or  indirectly : 

(1)  All  persons  who  are  or  who  it  is  pres¬ 
ently  contemplated  will  be  officers  or  direc¬ 
tors  of  the  proposed  operator,  and  each  per¬ 
son  who,  individually  or  in  concert  with 
others,  will  directly  or  indirectly  control, 
the  affairs  and  operations  of  the  proposed 
operator,  and 

(2)  Each  person,  corporation,  partnership, 
trust,  or  other  entity,  which  owns  or  pro¬ 
poses  to  own,  either  directly  or  indirectly, 
5  percent  or  more  of  the  voting  securities 
issued  or  to  be  issued  by  the  proposed  oper¬ 
ator.  Where  a  corporation ‘is  to  beneficially 
own  10  percent  or  more  of  the  voting  secu¬ 
rities  of  the  proposed  operator,  state  the 
names  and  addresses  of  all  beneficial  holders 
of  10  percent  or  more  of  the  voting  secu¬ 
rities  of  that  corporation. 

(b)  Arrangements  affecting  control.  As 
to  each  person,  corporation,  etc.,  named  in 
response  to  (a)  above,  and  as  to  all  capital 
stock  owned  or  to  be  owned  by  each,  as 
stated  above,  furnish  the  material  and  sub¬ 
stantive  details  of  all  arrangements  existing 
or  presently  contemplated,  whereby: 

(1)  Shares  owned  or  to  be  owned  directly 
are  to  be  owned  indirectly  by  other  persons; 

(2)  Shares  owned  or  to  be  owned,  either 

of  record  or  beneficially,  are  to  or  may  be 
transferred,  or  resold  to  others;  • 


(3)  Shares  are  now  subject,  or  are  to  h 
made  subject  to  any  loan  or  pledge  inci<w 
to  the  purchase  thereof; 

(4)  Shares  are  to  be  subject  to  any  under 

standing  or  commitment  as  to  exercise 
voting  rights.  w 

(c)  Qualifications  of  management,  m 
Furnish,  with  respect  to  each  present  o 
proposed  officer  and  director  listed  under  (a[ 
above,  a  separate  sheet  showing  the  following 
information:  Name  and  address;  a  summary 
of  business  or  other  vocational  experience 
during  the  past  ten  years — stating  the  pe¬ 
riods  of  each  primary  activity  and  the  names 
of  the  firms,  concerns  or  entities  with  which 
associated;  title,  position  and  ownership  in¬ 
terest  in  such  concerns;  basic  functions  and 
responsibilities;  and  a  summary  of  any  spe¬ 
cial  experience  or  qualification  pertinent  to 
the  proponents’  management  responsibilities- 
(2)  List  all  business  concerns  with  which 
each  person  listed  under  item  (a)  above  is 
presently  affiliated  as  an  officer,  director,  or 
by  way  of  direct  or  indirect  ownership  of 
10  percent  or  more  of  any  class  of  stock  of 
such  concerns,  by  way  of  direct  or  indirect 
control,  or  by  way  of  any  other  affiliation, 
showing  names  and  addresses  of  such  con¬ 
cerns,  and  details  of  relationship  and  own¬ 
ership. 

Item  12.  Previous  Government  financing 
List  the  assistance  received  from,  requested 
of,  or  refused  by,  either  the  Small  Business 
Administration  or  the  Reconstruction  Fi¬ 
nance  Corporation,  to  the  extent  that  any 
phase  of  such  assistance,  request  or  refusal 
may  have  occurred,  existed  or  remained 
pending  during  any  part  of  the  last  5  years 
as  to  the  following : 

(a)  Each  person  named  in  item  11(a), 

(b)  Any  company  controlling  airy  such 
person,  or 

(c)  Any  company  directly  or  indirectly, 
controlled  by  any  such  person,  individually 
or  in  concert  with  others.  State  the  name 
of  each  person,  related  company,  and  Gov¬ 
ernment  agency,  and  show  the  original 
amount,  the  date  and  the  balance,  if  any. 

Item  13.  Small  business  investment  com¬ 
pany  affiliations.  List  persons  named  in 
item  11(a)  who  have  or  contemplate  direct 
or  indirect  ownership  of  stock  in  any  other 
small  business  investment  company,  or  have 
other  affiliations  therewith,  and  show  the 
names  of  such  companies  and  the  percent 
of  stock  ownership  involved  or  such  other 
affiliation. 

Item  14.  Disclosure  of  any  family  relation¬ 
ship  or  financial  interest  of  any  SBA  em¬ 
ployee.  List  the  names  of  any  SBA  em¬ 
ployees  or  advisory  board  members  who  are 
related  by  blood,  marriage,  or  adoption  to, 
or  who  have  any  present  or  have  had  any 
past,  direct  or  indirect,  financial  interest  in 
or  in  association  with  the  proponents. 

Item  15.  Names  of  attorneys,  accountants, 
and  other  parties.  List  the  names,  addresses, 
description  of  services,  total  compensation 
to  be  paid  and  compensation  already  paid, 
of  all  attorneys,  accountants,  appraisers, 
agents,  and  all  other  parties  (whether  indi¬ 
viduals,  partnerships,  associations  or  corpo¬ 
rations)  engaged  by  or  on  behalf  of  the 
proposed  operator,  whether  on  a  salary,  re¬ 
tainer  or  fee  basis  and  regardless  of  the 
amount  of  compensation,  for  the  purpose 
of  rendering  professional  or  other  services 
of  any  nature  whatever  to  proposed  operator 
or  proponents,  in  connection  with  the  prep¬ 
aration  or  presentation  of  this  proposal. 

Item  16.  Declaration  of  proponents,  (a) 
We,  the  undersigned  proponents,  number¬ 
ing  _ persons,  are  identified  in  the  ex¬ 

hibits  to  item  11  above  as  being  all  the 
officers  and  directors  of  the  proposed  oper¬ 
ator,  either  proposed  or  duly  elected,  and 
all  those  persons  who  otherwise  own  or  pro- 
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to  own,  directly  or  indirectly,  5  percent 
p0mnre  of  the  voting  stock  of  the  proposed 
°T  m  tor  We  represent  that  all  information 
Emitted  in  this  proposal  and  in  the  ex- 
fwts  submitted  therewith,  or  in  connection 
W  ewitb  is  true  and  complete  to  the  best 
knowledge  and  belief  of  each  one  of  us. 

We  hereby  propose  that  the  proposed 

erator  be  approved  in  all  respects  to  oper- 
°te  under  the  Small  Business  Investment  Act 
f  1958  as  amended,  subject  to  complete 
“Lpiiance  by  the  proponents  and  the  pro- 
nosed  operator  with  all  applicable  provisions 
{  said  act,  and  the  pertinent  regulations 
of  the  8m"11  Business  Administration. 

°  (c)  Subject  to  the  issuance  of  a  SBA  li¬ 
cense  to  the  proposed  operator,  we  hereby 
covenant  that,  prior  to  or  simultaneously 
with  6uch  issuance  of  a  license,  we  will : 

n)  Furnish  the  Small  Business  Adminis¬ 
tration  with  evidence  satisfactory  to  it  that 
the  capital  and  surplus  to  be  provided  as 
stated  in  paragraphs  4  (a)  and  (b)  of  the 
proposal,  and  represented  by  cash,  will  have 
been  duly  paid  in  to  the  proposed  operator, 
and  the  shares  of  capital  stock  will  have  been 
duly  issued  therefor  to  the  persons  entitled 
to  receive  same,  provided  however  that  the 
proposed  operator  shall  be  legally  entitled  to 
effect  such  transactions,  or 

(2)  Enter  into  such  escrow  arrangement 
with  such  banking  institution,  as  both  may 
be  approved  by  the  Small  Business  Adminis¬ 
tration,  which  will  effect  the  same  results  as 
provided  for  in  paragraph  4a,  above,  at  the 
earliest  time  the  proposed  operator  shall  be¬ 
come  legally  entitled  to  effect  such  trans¬ 
actions. 

(3)  Take  all  actions  necessary  to  comply 
with  all  applicable  Federal,  State,  and 
municipal  laws,  and  will  furnish  the  Small 
Business  Administration  such  evidence 
thereof  as  it  may  require. 

(d)  We,  by  our  signatures  below,  certify 
that:  Except  as  stated  in  the  exhibit  to  item 
15  of  the  proposal,  no  one  of  us  has  paid  or 
Incurred  any  obligations  to  pay,  directly  or 
indirectly,  or  has  caused  the  proposed  oper¬ 
ator  to  so  pay  or  to  incur  any  obligation  to 
so  pay,  any  fee  or  other  compensation  for 
obtaining  the  approval  herein  proposed. 


(Signature) 

(Signature) 

(Signature) 

(Typed  name) 

(Typed  name) 

(Typed  name) 

(Signature) 

(Signature) 

(Signature) 

(Typed  name) 

(Typed  name) 

(Typed  name) 

Proponents  should  immediately  notify  SBA 
of  any  change  in  or  addition  to  the  infor¬ 
mation  set  forth  above. 


United  States  or  America 


Small  Business  Administration 
(SBA  Form  414  (8-60) ,  Part  II] 


Statement  of  Personal  History 

Instructions.  This  form  shall  be  sub¬ 
mitted  in  triplicate  to  the  SBA  regional 
office  with  which  part  I,  SBA  Form  414,  Is 
filed.  All  questions  must  be  answered  by 
all  proposed  officers,  directors  and  each  per¬ 
son  who  will  own  10  percent  or  more  voting 
stock  of  the  proposed  operator. 

Name  and  address  of  proposed  operator 


(Street,  city,  and  State) 

1.  Personal  statement  of : 

First  name  in  full _ 

Middle  name  in  full _ 


Last 


(If  none,  so  state) 


2.  Date  of  birth: 


(Month,  day,  and  year) 

3.  Place  of  birth : 


(City  and  State  or  foreign  country) 

4.  Citizen  of  United  States? 

□  Yes  □  No 

5.  Starting  with  present  address  list  resi¬ 
dence  addresses  in  last  10  years: 

From _ 1. _ to  _ _ 

Address  _ _ 

6.  Starting  with  present  employer  list  all 
employers  in  last  10  years: 

From  _  to  _ 

Employer  _ 

Address  _ 

Position  held _ 

7.  List  three  character  references: 

Full  name  _ 

Home  or  business  address _ 

Business  or  occupation _ 

The  information  on  this  form  will  be  used 
in  connection  with  an  investigation  of  your 
character.  Any  additional  information  you 
wish  to  submit  should  be  set  forth  below. 
If  more  space  is  needed,  continue  on  addi¬ 
tional  sheets  and  attach  hereto.  Affix  signa¬ 
ture  and  date  at  end  of  statement. 

For  agency  use:  No. _ _ 


(Signature) 


(Title) 


(Date) 


United  States  or  America 
Small  Business  Administration 
"  [SBA  Form  415  (3-61)  Part  I] 

License  Application 

Application  for  license  to  operate  as  a 
small  business  Investment  company  under 
the  Small  Business  Investment  Act  of  1958, 
as  amended. 

Instructions. 

1.  This  form  and  all  exhibits,  appropri¬ 
ately  identified,  must  be  filed  in  quadrupli¬ 
cate  with  the  appropriate  Regional  Office  of 
SBA. 

2.  This  form  may  be  submitted  only  by  a 
proposed  operator  named  in  a  proposal  sub¬ 
mitted  on  SBA  Form  414,  and  only  after 
the  proponents  named  therein  have  received 
from  SBA  a  notice  to  proceed  to  take  action 
necessary  to  qualify  the  proposed  operator 
to  execute  and  submit  this  license  appli¬ 
cation. 

3.  This  license  application  must  be  filed  in 
accordance  with  any  requirements  contained 
in  the  aforementioned  notice  to  proceed  and 
within  90  days  of  the  date  thereof. 

4.  This  form  consists  of  two  parts.  Part 
I  will  be  filled  out  and  signed  in  all  cases. 
Part  II  will  be  filled  out  and  signed  only  if 
SBA  funds  are  being  requested  pursuant  to 
section  302  of  the  act. 

Name  of  proposed  operator  as  specified  in 
charter  • 


Address  of  principal  office 


Name  of  agent  for  correspondence 


Address  of  agent 


Telephone  number  of  agent 


1.  Organization.  Proposed  operator  was 

incorporated  on  (date) _ under  the 

laws  of  (State) _ _ 

2.  Request  for  license  and  offer  to  conduct 
business.  The  proposed  operator  hereby  re¬ 
quests  SBA  to  issue  to  it  a  license  for  opera¬ 


tion  under  the  Small  Business  Investment 
Act  of  1958,  as  amended,  and  the  regulations 

thereunder,  in  the  following  area:  _ 

The  proposed  operator  hereby  offers  to 
SBA  to  conduct,  in  its  aforesaid  operating 
area,  immediately  upon  the  grant  of  a  li¬ 
cense  to  it,  only  the  activities  described 
under  title  III  of  the  Small  Business  In¬ 
vestment  Act  of  1958,  as  amended,  and  the 
regulations  thereunder,  and  in  accordance 
with  and  subject  to  the  provisions  and  pur¬ 
poses  of  the  act. 

3.  Exhibits.  The  following  exhibits  are 
submitted  herewith  and  constitute  a  part  of 
this  license  application : 

a.  Articles  of  incorporation,  or  charter,  of 
the  proposed  operator,  certified  by  the  Secre¬ 
tary  of  State,  or  other  appropriate  authority; 
certified  copies  of  certificates  of  authority 
(certified  by  the  secretary  of  State,  or  other 
appropriate  authority)  evidencing  authority 
of  the  proposed  operator  to  conduct  its  ac¬ 
tivities  in  States  other  than  the  State  of 
incorporation,  if  any;  together  with  such 
other  evidence  that  SBA  may  deem  neces¬ 
sary  to  provide  the  authority  and  right  of 
the  proposed  operator  to  conduct,  immedi¬ 
ately  upon  the  issuance  of  a  license,  its  full 
franchise  powers  in  each  jurisdiction  of  its 
proposed  operating  area. 

b.  Bylaws  of  proposed  operator,  certified 
by  appropriate  corporate  official. 

c.  Certified  copies  of  minutes  of  corporate 
meeting  at  which  present  directors  were 
elected. 

d.  Certified  copies  of  minutes  of  the  meet¬ 
ing  of  directors  at  which  the  present  cor¬ 
porate  officers  were  appointed. 

e.  Certified  copies  of  a  resolution  of  the 
board  of  directors  authorizing  the  execution 
and  submission  of  this  license  application. 

f.  Actual  balance  sheet  of  the  proposed 
operator  as  of  the  date  of  this  license  appli¬ 
cation,  verified  by  an  authorised  officer. 
This  balance  sheet  should  evidence  that  the 
proposed  operator  has  a  paid-in  capital  and 
surplus  equal  to  at  least  $300,000  (exclusive 
of  organizational  expenses)  in  cash  or  in 
eligible  Government  securities,  as  defined  in 
section  107.0105  of  the  regulations,  at  their 
immediately  realizable  amount,  on  hand,  in 
banks,  or  in  escrow  for  release  to  the  pro¬ 
posed  operator,  contingent  solely  upon  the 
issuance  of  a  license;  however,  the  aggre¬ 
gate  principal  amount  of  subordinated  de¬ 
bentures,  if  any,  of  the  proposed  operator 
for  which  SBA’s  commitment  to  purchase  is 
requested  in  part  II  hereof,  shall  be  deemed 
to  be  a  part  of  the  paid-in  capital  and  sur¬ 
plus  of  the  proposed  operator  for  this  pur¬ 
pose.  The  name  of  the  bank  or  banks,  if' 
any,  in  which  such  cash  is  on  deposit,  and 
copies  of  any  escrow  agreement  should  ac¬ 
company  the  required  balance  sheet.  (See 
sec.  107.202(c)  of  the  regulations.) 

g.  Evidence  issued  by  the  Securities  and 
Exchange  Commission  that  the  securities  of 
the  proposed  operator  presently  proposed  to 
be  sold,  as  set  forth  in  its  proposal,  are  not 
required  to  be  registered  under  the  Securi¬ 
ties  Act  of  1933  and  that  the  proposed  opera¬ 
tor  is  not  required  to  register  as  an  invest¬ 
ment  company  under  the  Investment 
Company  Act  of  1940;  or,  if  such  registration 
is  required,  evidence  satisfactory  to  SBA  that 
the  proposed  operator  has  complied  with 
such  requirements. 

h.  A  written  opinion  of  counsel  for  the 
Proposed  Operator  to  SBA  stating  that: 

(1)  the  proposed  operator  has  complied 
with  all  applicable  local.  State,  and  Federal 
laws  in  the  formation  and  organization  of 
the  company; 

(2)  the  proposed  operator,  in  selling  its 
stock  to  obtain  the  required  capital  and  sur¬ 
plus,  has  complied  with  every  law,  regulation 
and  obligation  relating  to  or  controlling  the 
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sale  of  Its  stock  and  Is  and  will  be  authorized 
and  entitled  to  receive  and  retain  the  funds 
paid  to  or  to  be  paid  to  it  by  each  entity 
in  consideration  for  said  stock  issued  or  to 
be  Issued  by  the  proposed  operator;  and 

(3)  the  proposed  operator  is  authorized 
under  existing  charter,  bylaws  and  otherwise 
to  issue  its  stock  to  all  small  business  con¬ 
cerns,  pursuant  to  section  304(c)  of  the  act, 
as  amended,  forthwith  and  independent  of 
any  preemptive  or  similar  rights  or  limita¬ 
tions. 

(4)  The  proposed  operator  is  chartered  by 

the  State  of _ to  conduct,  in  its 

proposed  operating  territory,  or  area,  only 
the  activities  described  under  Title  III  of 
the  Small  Business  Investment  Act  of  1958, 
as  amended,  in  accordance  with,  and  subject 
to,  the  provisions  and  purposes  of  the  act 
and  in  accordance  with,  and  subject  to,  regu¬ 
lations  prescribed  by  SBA  under  the  act. 

(5)  The  proposed  operator  is  authorized 
and  entitled  to  conduct  said  franchise  powers 
in  full  in  each  jurisdiction  to  be  named  in 
its  license  as  part,  or  all,  of  its  operating 
territory,  or  area,  immediately  upon  the 
issuance  of  a  license. 

4.  Representations.  All  statements  made 
in  this  license  application  and  in  the  at¬ 
tached  exhibits  are  considered  material  rep¬ 
resentations,  and  all  exhibits  are  a  material 
part  hereof  and  are  incorporated  herein  as 
if  set  out  in  full  in  the  license  application. 
The  proposal  heretofore  submitted  in  which 
the  proposed  operator  named  above  was  so 
designated,  and  all  amendments  and  exhibits 
thereto,  are  considered  material  representa¬ 
tions  and  are  incorporated  herein  and  made 
a  part  hereof  as  if  set  oy.t  in  full  in  this 
license  application.  The  undersigned  cor¬ 
poration  hereby  agrees  to  pay  to  SBA  the 
sum  of  >100  upon  issuance  of  a  license,  if 
granted. 

5.  Signature.  (Sign  and  attest  here.) 


"  (Name  of  proposed 
operator) 

[ corporate  By  _ 

seal]  -  (Signature) 


(Typed  name) 


(Title) 

Attest: 


(Secretary  of  proposed 

operator)  ^ 

Dated  this _ day  of - -  19. 


[SBA  Form  415,  (3-61),  Part  II] 

Application  for  Agreement  To  Purchase 
Subordinated  Debentures 

To  be  filled  out  and  signed  only  if  SBA 
funds  are  requested  pursuant  to  section  302 
of  the  act. 

Requests  for  disbursement  of  any  funds 
pursuant  to  any  SBA  commitment  must  be 
made  on  SBA  Form  420. 

1.  Pursuant  to  the  provisions  of  section 
302(a)  of  the  Small  Business  Investment 
Act  of  1958,  as  amended,  and  the  regulations 
thereunder,  the  proposed  operator  hereby 
requests  SBA  to  agree  to  purchase  not  in 

excess  $ _ _ _ principal  amount  of  its  5 

percent  subordinated  debentures,  such 
amount  being  necessary  to  provide  the  pro¬ 
posed  operator  with  an  initial  minimum  of 
paid-in  capital  and  surplus,  in  cash  or  in 
eligible  Government  securities,  as  defined  in 
section  107.0105  of  the  regulations  (exclu¬ 
sive  of  funds  required  to  satisfy  organiza¬ 
tion  expenses),  equal  to  $300,000.  One  ex¬ 
ecuted  and  three  conformed  but  undated 
copies  of  said  subordinated  debenture  are 
submitted  herewith  as  exhibit  (l)  to  this 


application.  SBA  is  hereby  authorized  to  in¬ 
sert  the  date  on  said  subordinated  debenture 
to  coincide  with  the  date  of  the  license,  if 
granted. 

The  proposed  operator  hereby  certifies  that 
the  funds  to  be  so  obtained  from  SBA  are 
not  available  from  private  sources  for  the 
subject  venture. 

The  proposed  operator  hereby  certifies  that 
it  is  not  and  will  not  be  owned  substantially 
or  controlled  by  any  parties  or  interests 
which  own  or  will  own  substantially  or  con¬ 
trol  any  other  proposed  operator  or  licensee. 

Note:  Completion  of  this  Item  will  be 
deemed  to  be  a  request  submitted  on  Form 
416,  for  the  purpose  of  meeting  the  pro¬ 
visions  of  §  107.709(c)  of  the  regulations. 

2.  The  following  exhibits  are  submitted 
herewith  and  constitute  a  part  of  this  license 
application : 

(i)  One  executed  and  three  conformed 
copies  of  the  subordinated  debenture. 

(j)  A  written  opinion  of  counsel  for  the 
proposed  operator  to  SBA  stating  that  the 
proposed  operator  is  empowered  to  issue  its 
subordinated  debenture  to  SBA  and  such 
debenture,  upon  issuance,  will  be  valid  and 
enforceable  against  the  proposed  operator, 
in  accordance  with  the  terms  thereof. 

(k)  Certified  copies  of  the  resolution  of 
the  board  of  directors  authorizing  the  issu¬ 
ance  and  sale  of  the  subordinated  debentures 
to  SBA. 

3.  Signature.  (Sign  and  attest  here  only 
if  SBA  funds  are  requested.) 


(Name  of  proposed 
*  operator) 

[ corporate  By  _ 

seal]  (Signature) 

(Typed  name) 


(Title) 

Attest: 


( Secretary  of  proposed 
operator) 

Dated  this _ day  of _ * _ _  19. _. 


Small  Business  Administration  ' 
[SBA  Form  480  (10/60)  ] 

Size  Status  Declaration 

The  licensee  shall  date  and  execute  this 
declaration  (see  Instruction  No.  3  below) 
and  shall  obtain  the  execution  hereof  by  the 
business  concern  involved  (applicant)  prior 
to  providing  financing,  or  consulting  and 
advisory  services  to  such  concern.  Part  A 
is  to  be  completed  by  the  applicant  in  all 
cases.  If  any  question  in  part  A,  except 
question  1,  is  answered  “yes,”  part  B  is  to 
be  completed  by  the  applicant. 

Name  and  address  of  licensee. 

Name  and  address  of  applicant. 

Form  of  organization  of  applicant  (corpo¬ 
ration,  partnership,  etc.). 

Affiliation.  (Applicant  (is)  (is  not)  affili¬ 
ated  with  any  other  concern  (see  definition 
of  affiliates  on  p.  2).  If  affiliated,  explain 
fully  on  an  attached  sheet. 

Part  A 

1.  Is  applicant  (including  affiliates)  dom¬ 
inant  in  its  field  of  operations?  (A  concern 
is  not  dominant  in  its  field  of  operations 
when  it  does  not  exercise  a  controlling  or 
major  influence  in  a  kind  of  business  activ¬ 
ity  in  which  a  number  of  business  concerns 
are  primarily  engaged.  In  determining 
whether  dominance  exists,  consideration 
shall  be  given  to  all  appropriate  factors 
including  volume  of  business,  number  of 


employees,  financial  resources,  competiu 
status  or  position,  ownership  or  control  ! 
materials,  processes,  patents  and  licen 
agreements,  facilities,  sales  territory 
nature  of  business  activity.)  □  Yes  n n 

2.  Does  applicant  (including  affiliates? 
have  total  assets  amounting  to  more  th* 
$5,000,000?  (Total  assets  are  assets'  less 
valuation  reserves.)  □  Yes  □  No  • 

3.  Does  applicant  (including  affiliates! 

have  net  worth  in  excess  of  $2  500onno 
□  Yes  □  No  ’ 

4.  Did  applicant  (including  affiliates  1 
have  net  income  after  Federal  income  taxes 
averaging  over  $250,000  per  annum  during 
the  preceding  2  years  (such  average  net 
income  computed  without  benefit  of  any 
carryover  loss)?  □  Yes  □  No 

Applicant,  through  its  duly  authorized 
officer,  hereby  certifies  that  all  information 
contained  herein  and  in  attachments  hereto 
is  true  and  complete  to  the  best  of  its 
knowledge  and  belief: 


(Name  of  applicant) 

By . . 

(Signature  of  officer) 


(Title) 

Date _ 

Instructions  for  licensee. 

1.  If  the  answer  to  question  1  of  either 
part  A  or  part  B  is  “yes,”  applicant  cannot 
be  considered  to  be  a  small  business  concern. 

2.  This  declaration  should  not  be  signed 
by  the  licensee  unless — 

(a)  All  answers  to  questions  in  part  A 
are  “No.” 

or 

(b)  Answers  to  question  1  and  the  appli¬ 
cable  paragraphs  of  question  2  of  part  B 
are  “No.” 

3.  This  declaration  may  be  signed  by  the 
licensee  when  there  has  been  an  investiga¬ 
tion  to  obtain  facts  enabling  the  licensee  to 
conclude  that  the  applicant  is  a  small  busi¬ 
ness  concern  within  the  requirements  of  the 
Small  Business  Investment  Act  of  1958,  as 
amended,  and  the  regulations  of  SBA 
thereunder. 

Licensee’s  certificate. 

Based  upon  all  the  information  available 
to  us,  including  all  information  and  facts 
obtained  through  our  own  investigation,  the 
licensee  named  hereinabove  has  concluded 
that  applicant  is  a  small  business  concern 
within  the  requirements  of  the  Small  Busi¬ 
ness  Investment  Act  of  1958,  as  amended, 
and  the  regulations  of  SBA  thereunder. 

By . 

(Signature  of  officer) 


(Title) 

Date _ 

INSTRUCTIONS 

General.  This  size  status  declaration  is  re¬ 
quired  by  section  107.704(e)  of  the  regula¬ 
tions  under  the  Small  Business  Investment 
Act  of  1958,  as  amended,  to  be  executed  by 
the  business  concern  and  the  licensee  prior 
to  providing  financing,  or  consulting  and 
advisory  services,  to  the  concern. 

The  licensee  is  required  to  keep  this  com¬ 
pleted  form  as  a  permanent  part  of  the  ap¬ 
plicant’s  record  with  the  licensee. 

Section  107.12  of  the  regulations  under  the 
Small  Business  Investment  Act  of  1958,  as 
amended,*  defines  Small  Business  Concern 
for  purposes  of  said  act  as  follows: 

“A  small  business  concern  for  the  purpose 
of  receiving  financial  or  other  assistance  from 
small  business  investment  companies  is  a 
business  concern  which: 

“(a)  Together  with  its  affiliates,  is  inde¬ 
pendently  owned  and  operated,  is  not  domi- 
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t  in  its  field  of  operation,  does  not  have 
naepts  exceeding  $5,000,000,  does  not  have 
worth  in  excess  of  $2,500,000,  and  does 
have  an  average  net  income,  after  Fed- 
income  taxes,  for  the  preceding  2  years 
f  excess  of  $250,000  (average  net  income  to 
computed  without  benefit  of  any  carry¬ 
over  loss ) ,  or 

“(b)  Qualifies  as  a  small  business  concern 
under  5  121.3-10  of  part  121.” 

(A  copy  of  part  121,  Small  Business  Size 
standards  Regulation,  is  furnished  with  this 
form  but  should  not  be  filed  with  the  form.) 

Affiliates.  The  fact  that  the  applicant  may 
be  a.  division  of  a  company,  a  subsidiary  or 
affiliate,  must  be  considered  in  making  a 
size  determination,  even  though  the  appli¬ 
cant  and  its  affiliates  are  not  engaged  in  the 
same  field  of  operation.  In  making  a  size 
determination  the  total  size  of  the  applicant 
and  its  affiliates,  regardless  of  business  ac¬ 
tivity,  must  be  considered. 

Business  concerns  are  affiliates  of  each 
other  when  either  directly  or  indirectly  (1) 
one  concern  (other  than  an  investment  com¬ 
pany  licensed  under  the  Small  Business  In¬ 
vestment  Act  of  1958  or  registered  under  the 
Investment 
amended ) , 
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shall  be  given  to  all  appropriate  factors  (3)  If  the  "numbe: 
including  volume  of  business,  number  of  in  (1)  above  is  more  i 
employees,  financial  resources,  competitive  than  1,000  state  the 
status  or  position,  ownership  or  control  of 
materials,  processes,  patents  and  license 
agreements,  facilities,  sales  territory,  and  na¬ 
ture  of  business  activity.)  □  Yes  □  No 
„  __  2.  Circle  the  title  of  the  applicable  ques- 

(b)  Qualifies  as  a  small  business  concern  tion  below,  and  answer  only  the  questions 
-  *  •*»  *  in  r,t  port  i9v  which  are  under  the  title  which  has  been 

Small  Business  Size  circled: 

a.  Construction.  < 

If  applicant  is  primarily  1  engaged  in  con¬ 
struction,  have  its  average  annual  receipts 
(including  affiliates’  receipts)  exceeded 
$5,000,000  for  the  preceding  3  fiscal  years? 

□  Yes  □  No 

b.  Food  canning  and  preserving. 

If  applicant  is  primarily1  engaged  in  the 

food  canning  and  preserving  industry,  does 
its  number  of  employees 2  (including  affili¬ 
ates’  employees)  exceed  500  persons  exclu¬ 
sive  of  agricultural  labor  as  defined  in  sub¬ 
section  (k)  of  the  Federal  Unemployment 
Tax  Act,  68A  Stat.  454,  26  U.S.C.  (I.R.C.  1954) 

3306?  □  Yes  □  No 

c.  Retail  (other  than  groceries  and  fresh 
Act  of  1940,  as  meats,  or  motor  vehicles). 

If  applicant  is  primarily 1  engaged  in  busi¬ 
ness  as  a  retailer  of  other  than  groceries  and 
fresh  meats,  or  motor  vehicles,  do  its  annual 
sales  (including  affiliates’  sales)  exceed 
$1,000,000?  □  Yes  □  No 

d.  Retail  groceries  and  fresh  meats. 

If  applicant  is  primarily 1  engaged  in  mak¬ 
ing  retail  sales  of  groceries  and  fresh  meats, 
do  its  annual  sales  (including  affiliates’ 

sales)  exceed  $2,000,000?  □  Yes  □  No 

e.  Retail  new  or  used  motor  vehicles. 

If  applicant  is  primarily 1  engaged  in  mak¬ 
ing  retail  sales  of  new  or  used  motor  vehicles, 
do  its  annual  sales  (including  affiliates’ 

sales)  exceed  $3,000,000?  □  Yes  □  No 

f.  Service  trades  (other  than  hotel  or 
power  laundry). 

If  applicant  is  primarily 1  engaged  in  busi¬ 
ness  as  a  service  trade  concern  (other  than 
a  hotel  or  power  laundry),  do  its  annual  re¬ 
ceipts  (including  affiliates’  receipts)  exceed 
$1,000,000?  □  Yes  □  No 

g.  Hotel  or  power  laundry. 

If  applicant  is  primarily 1  engaged  in  busi¬ 
ness  as  a  hotel  or  a  power  laundry,  do  its 
annual  receipts  (including  affiliates’  re¬ 
ceipts)  exceed  $2,000,000?  □  Yes  □  No 

'  h.  Taxicabs. 

If  applicant  is  primarily1  a  taxicab  con¬ 
cern,  do  its  annual  receipts  (including 
affiliates’  receipts)  exceed  $1,000,000? 

□  Yes  □  No 

i.  Trucking  and  warehousing. 

If  applicant  is  primarily  1  engaged  in  the 

trucking  or  warehousing  business,  do  its 
annual  receipts  (including  affiliates’  re¬ 
ceipts)  exceed  $3,000,000?  □  Yes  □  No 

j.  Wholesale. 

If  applicant  is  primarily 1  engaged  in  busi¬ 
ness  as  a  wholesale  concern,  does  its  annual 
dollar  volume  of  sales  (including  affiliates’ 
sales)  exceed  $5,000,000?  (Any  wholesale 
concern  also  engaged  in  manufacturing  is 
not  a  “small  business  concern”  unless  it  so 
qualifies  under  both  this  paragraph  and 
paragraph  k  below.)  □  Yes  □  No 

k.  Manufacturer. 

(1)  If  applicant  is  engaged  in  business 
primarily 1  as  a  manufacturer,  state  the 
“number  of  employees”*  of  applicant  (in¬ 
cluding  affiliates’  employees)  determined  as 

specified  in  footnote  2  below _ (number 

of  employees) . 

(2)  Does  the  "number  of  employees” 
stated  in  the  previous  questions  exceed  1,000? 

(If  answer  is  “yes”  no  further  answers  are 
necessary.  If  "number  of  employees”  stated 
in  (1)  does  not  exceed  250,  no  further  an¬ 
swers  are  necessary.)  □  Yes  □  No 


Company 

_ _  controls  or  has  the  power  to 

control  the  other,  or  (2)  a  third  party  (other 
ftinn  an  investment  company  licensed  under 
the  Small  Business  Investment  Act  of  1958 
or  registered  under  the  Investment  Company 
Act  of  1940,  as  amended) ,  controls  or  has  the 
power  to  control  both.  In  determining 
whether  concerns  are  independently  owned 
and  operated  and  whether  or  not  affiliation 
exists,  consideration  shall  be  given  to  all  ap¬ 
propriate  factors  including  common  owner¬ 
ship,  common  management  and  contractual 
relationships. 

The  following  is  a  list  of  factors,  the  exist¬ 
ence  of  any  of  which  raises  a  presumption 
of  affiliation : 

(1)  Common  ownership.  When  a  signifi¬ 
cant  portion  of  the  concern  under  considera¬ 
tion  is  directly  or  indirectly  held  by  an  in¬ 
dividual  (or  individuals)  or  an  associated 
group  (family,  holding  company,  other  busi¬ 
ness  entity,  etc.)  which  also  holds  a  similar 
interest  in  another  concern,  they  may  be  said 
to  be  affiliated. 

(2)  Common  control.  When  those  who 
exercise  or  may  exercise  significant  control 
over  the  concern  under  consideration,  can 
also  exercise  similar  control  over  another 
concern,  the  concerns  may  be  said  to  be 
affiliated.  This  control  may  arise  as  an  in¬ 
cident  of  ownership,  or  it  may  arise  through 
interlocking  management  such  as  common 
directors  or  common  officers. 

(3)  Affiliation  by  agreement.  Where  there 
exist  actual  or  tacit  agreements  relating  to 
the  operation  of  the  concerns  involved  be¬ 
tween  individuals  or  associated  groups  hav¬ 
ing  significant  ownership  or  control  of 
concerns,  these  concerns  may  be  said  to  be 
affiliated.  These  agreements  may  embrace 
a  wide  variety  of  subjects,  including  use  of 
common  facilities  (both  physical  and  man¬ 
agement  facilities  such  as  common  general 
counsel,  purchasing  or  selling  agency,  bank 
account,  etc.) ,  purchasing  activities,  methods 
of  doing  business,  and  the  like. 

Part  B  3 

The  questions  in  this  part  B  need  not  be 
answered  or  completed  unless  any  one  or 
more  of  questions  2,  3,  or  4  of  part  A  on 
page  1  has  been  answered  “yes.” 

1.  Is  applicant  (including  affiliates)  dom¬ 
inant  in  its  field  of  operations?  (A  concern 
is  not  dominant  in  its  field  of  operations 
when  it  does  not  exercise  a  controlling  or 
major  influence  in  a  kind  of  business  activ¬ 
ity  In  which  a  number  of  business  concerns 
we  primarily  engaged.  In  determining 
whether  dominance  exists,  consideration 
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(To  be  supplied  by  SBA) 

United  States  of  America 


[SBA  Form  416,  Revised  11-60] 
Loan  Application 


By  a  licensed  small  business  Investment 
company  pursuant  to  section  303(b)  of  the 
Small  Business  Investment  Act  of  1958,  as 
amended. 

( 

Note:  Licensee  must  follow  instructions 
on  back  hereof  if  application  is  to  be  consid¬ 
ered  by  SBA. 

1.  Applicant  licensee. 

a.  Exact  corporate  name  of  licensee _ 


Street _ 

City  and  zone _ 

State _ : . . . . . 

a  corporation  licensed  under  the  Small  Busi¬ 
ness  Investment  Act  of  1958,  as  amended. 

b.  SBA  license  identification  number _ 

c.  Person  to  contact _ ,  Telephone 

number _ C _ _ 

2.  Amount  applied  for.  Pursuant  to  Sec¬ 

tion  107.402  of  the  regulations  under  the 
act,  as  amended,  the  undersigned  licensee 
does  hereby  request  SBA  to  lend  to  the 
licensee  $ _ 

3.  Representations  and  signature,  a.  The 
undersigned  licensee  does  hereby  certify  that 
the  funds  to  be  represented  by  the  proceeds 
of  the  loan  hereby  applied  for  are  not  other¬ 
wise  available. 

b.  The  undersigned  represents  that  to  the 
best  of  its  knowledge  and  belief,  the  licensee 
will  be  able  to  repay  the  loan  for  which  ap¬ 
plication  is  hereby  made  in  accordance  with 
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the  terms  described  in  the  note  and  loan 
agreement. 

c.  The  undersigned  licensee  does  hereby 
certify  that  it  will  earmark  all  of  the  items 
proposed  for  earmarking  in  Exhibit  d  at¬ 
tached  hereto,  and  that  none  of  the  items 
proposed  for  earmarking  is  in  default  as  to 
interest  or  principal  payments  or  as  to  any 
other  covenants  relating  to  such  items. 

d.  The  undersigned  licensee  does  hereby 
authorize  SBA  to  date  the  note  and  loan 
agreement  and  to  list  in  the  loan  agreement 
the  acceptable  earmarked  securities  submit¬ 
ted  as  exhibit  d. 

e.  All  the  statements  made  in  this  loan 
application  and  exhibits  hereto  are  consid¬ 
ered  material  representations,  and  all  ex¬ 
hibits  are  a  material  part  hereof  and  are 
incorporated  by  reference  as  though  set  out 
in  full  in  this  loar.  application. 


(Name  of  licensee) 

[ corporate  By  _ 

seal]  (Signature  of  authorized 

executive  officer) 


(Typed  name) 


(Title) 

Attest: 


(Secretary  of  licensee) 

Dated  this _ day  of - -  19__. 

INSTRUCTIONS 

Number  of  copies.  An  original  and  two 
copies  of  this  application  form,  to  which 
shall  be  attached  all  applicable  exhibits 
(listed  hereunder)  properly  identified,  and 
complete  in  all  respects,  also  in  triplicate 
(unless  otherwise  instructed)  shall  be  sub¬ 
mitted  to  the  appropriate  regional  office  of 
SBA. 

Exhibits  to  be  attached  to  this  application 
form.  a.  Copies  of  certified  resolution  of  the 
board  of  directors  of  the  licensee  authorizing 
this  borrowing. 

b.  Latest  statement  of  financial  condition 
of  the  licensee  on  SBA  Form  468,  verified  by 
an  authorized  officer  of  the  licensee  as  of 
a  date  not  more  than  30  days  prior  to  the 
date  of  this  application. 

Note:  If  this  application  is  filed  with  SBA 
within  30  days  of  the  date  of  filing  a  re¬ 
quired  SBA  Form  468,  a  reference  should  be 
made  on  a  separate  paper  marked  Exhibit 
416-b,  “Refer  to  statement  of  financial  con¬ 
dition  as  of  (date)  filed  with  SBA  on  (date) 

c.  Statements  of  income  and  expense,  and 
schedule  of  surplus  reconcilements  of  the 
licensee,  on  SBA  Form  468,  verified  by  an 
authorized  officer  of  the  licensee,  covering 
the  period  since  the  date  of  the  last  such 
statements  filed  with  SBA,  and  ending  on 
a  date  not  more  than  30  days  prior  to  the 
date  of  this  application. 

Note:  If  this  application  is  filed  with  SBA 
within  30  days  after  the  date  of  filing  a  re¬ 
quired  SBA  Form  468,  a  reference  should  be 
made  on  a  separate  paper  marked  Exhibit 
416-c,  “Refer  to  the  statements  of  income 
and  expense,  and  schedule  of  surplus  recon¬ 
cilements  for  the  period  ending  (date)  filed 
with  SBA  on  (date).” 

d.  Schedule  of  portfolio  items  proposed  for 
earmarking,  containing  the  following  desig¬ 
nated  information : 

Loans  and  debt  securities  (with  seven  col¬ 
umns  thereunder ) : 

1.  The  name  of  the  borrower  or  issuer  and 
type  of  business. 

2.  The  date  and  the  face  amount  of  the 
debt  security. 

3.  The  amount  of  the  licensee’s  cash  in¬ 
vestment  in  the  debt  security  (net  funds 
advanced). 

4.  The  unpaid  balance  of  the  licensee’6 
cash  investment  (net  funds  advanced). 


5.  The  maturity  date.  , 

6.  Repayment  terms. 

7.  A  brief  description  of  the  collateral,  if 
any. 

Stocks  (with  six  columns  thereunder) : 

1.  The  name  of  the  issuer  and  type  of 
business. 

2.  The  date  of  issue  and  number  of  shares. 

3.  The  Certificate  No.(s) . 

4.  The  licensee’s  cash  investment  (cost). 

5.  The  market,  or  fair  value  determined 
by  licensee’s  board  of  directors. 

6.  The  type  of  stock  and  its  rights  as  to 
dividends,  voting,  liquidation,  etc. 

Participation  agreements.  In  addition  to 
the  information  requested  for  loans  and  debt 
securities  and  stocks,  furnish  a  copy  of  the 
trust  indenture  or  other  evidence  of  the 
terms  of  the  participation  agreement. 

e.  One  executed  and  four  conformed  copies 
of  a  note. 

f .  One  executed  and  four  conformed  copies 
of  a  loan  agreement. 

Note:  Copies  of  note  and  loan  agreement 
forms  may  be  obtained  from  the  nearest  SBA 
regional  office.  If  the  loan  is  approved,  SBA 
will  complete  the  note  and  loan  agreement 
as  authorized  by  the  applicant  licensee  in 
Item  3d  and  furnish  to  the  licensee  a  con¬ 
formed  copy  of  the  note  and  of  the  loan 
agreement. 

g.  Agreement  (SBA  Form  158)  as  to  com-' 
pensation  for  services  rendered  or  to  be 
rendered  to  applicant  in  connection  with  this 
application. 

Note:  It  is  not  required  that  an  applicant 
employ  representatives  in  order  to  file  a  loan 
application  with  SBA.  Copies  of  SBA  Form 
158  may  be  obtained  from  the  nearest  SBA 
regional  office. 

Disbursement.  Whenever  any  disburse¬ 
ment  of  an  approved  loan  is  requested  by  the 
borrowing  licensee  the  written  certification 
and  statement  required  by  section  107.709 
of  the  regulations,  as  amended,  must  be 
made  on  SBA  Form  420  and  submitted  to 
the  appropriate  regional  office  of  SBA. 

If  immediate  disbursement  is  requested  of 
all  or  any  part  of  the  loan  applied  for  by  this 
application,  completed  SBA  Form  420  in 
quadruplicate  should  be  attached  to  and 
submitted  with  this  application. 


United  States  of  America 
Small  Business  Administration 
( SBA  Form  420,  Revised  11-60) 

Certification  and  Statement 
AND  REQUEST  FOR  FUNDS 

Under  sections  302(a)  or  303(b)  of  the 
Small  Business  Investment  Act  of  1958,  as 
amended. 

Instructions.  This  instrument  is  to  be 
submitted  in  quadruplicate  to  the  appropri¬ 
ate  SBA  regional  office  by  a  licensee  under 
the  Small  Business  Investment  Act  of  1958, 
as  amended,  prior  to  the  disbursement  of  any 
funds  by  SBA  to  the  licensee  under  the  au¬ 
thority  of  section  302(a)  or  section  303(b)  of 
the  act.  This  instrument  includes  a  request 
for  immediate  disbursement  and  should  not 
be  submitted  until  definite  plans  for  em¬ 
ployment  of  the  requested  funds  have  been 
made,  so  that  such  funds  may  be  employed 
by  the  licensee  in  accordance  with  sections 
304  or  305  of  the  act  within  60  days  after  re¬ 
ceipt  thereof.  This  instrument  should  be 
executed  by  an  authorized  executive  officer 
and  attested  to  by  the  secretary  of  the 
licensee. 

1.  a.  Exact  corporate  name  of  licensee 


Street  _ 

City  and  zone 
State  _ 


a  corporation  licensed  under  the  Small 
Business  Investment  Act  of  1953 
amended. 


b.  SBA  license  identification  number 


REQUEST  FOR  DISBURSEMENT  OF  FUNDS 

2.  If  for  subordinated  debentures  (under 
sec.  302(a)  of  the  act)  pursuant  to  commit- 
ment  of  SBA  state : 

a.  Date  of  commitment  letter _ 

b.  Original  amount  of  commitment,  $1” 

c.  Amount  previously  disbursed  by  SBA 

pursuant  to  commitment,  $ _ 

d.  Amount  herein  requested  to  be  dis¬ 
bursed,  $ _ 

3.  If  for  operating  loan  (under  sec.  303(b) 
of  the  act)  pursuant  to  loan  application 
(SBA  Form  416)  state:  (If  loan  has  not  been 
authorized  complete  item  d.  only.)  (if  ioan 
has  been  authorized,  complete  all  items.) 

a.  Date  of  SBA  authorization _ 

b.  Amount  of  loan  authorized  bv 

SBA,  $ _ 

c.  Amount  previously  disbursed  by  SBA 

pursuant  to  authorization,  $ _ 

d.  Amount  herein  requested  to  be  dis¬ 
bursed,  $ _ 

4.  Agreement  of  nonemployment  of  SBA 
personnel.  In  consideration  of  the  making 
by  SBA  to  licensee  of  all  or  any  part  of  the 
disbursement  applied  for  in  this  instrument, 
licensee  hereby  agrees  with  SBA  that  licen¬ 
see  will  not,  for  a  period  of  2  years  after 
disbursement  by  SBA  to  licensee  of  said 
funds,  or  any  part  thereof,  employ  or  tender 
any  office  or  employment  to,  or  retain  for 
professional  services,  any  person  who,  on  the 
date  of  such  disbursement,  or  within  one 
year  prior  to  said  date,  (a)  shall  have  served 
as  an  officer,  attorney,  agent  or  employee  of 
SBA  and  (b),  as  such,  shall  have  occupied  a 
position  or  engaged  in  activities  which  SBA 
shall  have  determined,  or  may  determine,  in¬ 
volve  discretion  with  respect  to  the  granting 
of  assistance  under  the  Small  Business  In¬ 
vestment  Act  of  1958,  or  said  act  as  it  may  be 
amended  from  time  to  time. 

5.  Additional  information  or  remarks. 
Licensee  may  submit  any  additional  infor¬ 
mation  or  remarks  in  qualification  of  this 
application  in  accordance  with  section  107.- 
709(b)  of  the  regulations  under  the  Small 
Business  Investment  Act  of  1958,  as  amended. 

6.  Certification  and  statement.  In  compli¬ 
ance  with  section  107.709  of  the  regulations, 
the  following  certification  and  statement  is 
executed  and  delivered  to  SBA:  In  order  to 
induce  Small  Business  Administration  to 
disburse  the  funds  requested,  as  indicated 
in  item  2d  or  item  3d  above,  the  under¬ 
signed  licensee  does  hereby  certify  that: 

A.  (1)  The  licensee  has  not  violated  and 
is  not  in  violation  of  any  provisions  of  the 
act,  its  charter,  its  license,  or  any  regulations 
issued  under  the  act. 

(2)  The  capital  of  such  licensee  is  not 
impaired,  as  defined  in  section  107.303(b) 
of  the  regulations  under  the  act. 

(3)  The  licensee  will  employ  such  funds 
in  accordance  with  the  purposes  and  pro¬ 
visions  of  section  304  and/or  section  305  of 
the  act  within  60  days  after  receipt  thereof, 
subject  to  further  extensions  at  the  discre¬ 
tion  of  SBA. 

(4)  Such  funds  will  not  be  knowingly  or 
intentionally  employed  by  the  licensee  for 
any  purpose  which  would  cause  a  substantial 
increase  of  unemployment  in  any  area  of 
the  country. 

(5)  The  licensee  has  not  paid  or  incurred 
any  obligation  to  pay,  directly  or  indirectly, 
any  fee  or  other  compensation  for  obtain¬ 
ing  the  funds  hereby  applied  for. 

(6)  There  are  no  suits  pending  against  the 
licensee;  none  of  the  items  earmarked 
proposed  for  earmarking  are  in  default  as 
any  interest  or  principal  payments  or  as 
any  other  covenants  relating  to  such  iten 


Saturday,  July  8 , 1961 

the  present  total  of  the  unpaid  balances  of 
ftrensee’s  cost  of  the  items  earmarked  or 
nroposed  for  earmarking  is  at  least  150  per- 
oentdt  the  amount  of  the  loan;  the  total  of 
11  capital  stock  and  surplus  accounts  of  the 
licensee  as  of  the  date  of  this  request  for 

funds  is  $ . —  (any  change  in  these 

items  since  the  date  of  the  loan  application 
w  be  shown  by  exhibit  identified  and  at¬ 
tached  hereto);  there^has  been  no  adverse 
change  in  the  financial  condition,  organiza¬ 
tion,  operations,  business  prospects,  person¬ 
nel  or  any  other  condition  6ince  the  date  of : 

a.  The  loan  application - 

b.  The  date  of  the  preceding  disbursement 

' _  (Licensee  will  fill  in  the  date 

on"*the  applicable  line  and  draw  a  line 
through  the  other.) 

(7)  All  information  contained  above  and 
in  exhibits  attached  hereto  is  true  and  com¬ 
plete  to  the  best  of  the  knowledge  and  belief 
0f  the  licensee  and  the  undersigned. 

B.  If  this  is  >a  request  for  disbursement  of 
funds  by  SBA  in  payment  for  subordinated 
debentures  of  the  licensee,  the  sum  of  the 
following  amounts  will  not  exceed  $300,000 
immediately  after  the  requested  disburse¬ 
ment: 

(1)  The  amount  of  combined  capital  stock, 
and  paid-in  surplus  of  the  licensee,  less  the 
amount,  If  any,  expended  for  organization 
expenses; 

(2)  The  total  amount  previously  disbursed 
by  SBA  in  payment  for  subordinated  deben¬ 
tures  of  licensee;  and 

(3)  The  amount  which  SBA  is  now  being 
requested  to  disburse,  as  stated  in  item  2(d) 
of  this  request  for  funds. 

C.  If  this  is  a  request  for  disbursement  by 
SBA  of  an  operating  loan  pursuant  to  sec¬ 
tion  303(b)  of  the  act: 

(1)  The  total  amount  of  the  outstanding 
balances  due  SBA  by  the  licensee  under  this 
section  including  the  amount  of  the  dis¬ 
bursement  requested  herein  does  not  exceed 
50  percent  of  the  licensee’s  combined  capital 
stock  and  paid-in  surplus  (including  as  part 
of  such  stock  and  surplus  the  amount,  if 
any,  of  the  outstanding  balance  of  subordi¬ 
nated  debentures  due  SBA  pursuant  to  sec¬ 
tion  302(a)  of  the  act). 

(2)  The  total  amount  previously  disbursed 
outstanding  indebtedness  (other  than  the 
subordinated  debentures,  if  any,  due  SBA 
pursuant  to  section  302(a)  of  the  act)  in¬ 
cluding  the  amount  of  the  disbursement 
requested  herein  does  not  exceed  400  percent 
of  the  licensee’s  combined  capital  stock  and 
paid-in  surplus  (including  as  part  of  such 
stock  and  surplus  the  amount,  if  any,  of  the 
outstanding  balance  of  subordinated  deben¬ 
tures  due  SBA  pursuant  to  section  302(a)  of 
the  act). 


(Licensee) 

[corporate  By _ 

seal]  (Signature) 


(Typed  name) 


(Title) 

Attest : 


(Secretary  of  licensee) 

Dated  this _ day  of _ _  19—. 

[SBA  Form  468  (2-61)  ] 

Financial  Report 
License  No _ 

Name  of  licensee _ 

City  and  State _ 

Part  I 

Statement  op  Financial  Condition  as  op 
. .  19- 

assets 

Current  Assets 

1.  Cash  on  hand  and  in  banks  (schedule  8). 


FEDERAL  REGISTER 

2.  U.S.  Government  obligations,  direct  and 

fully  guaranteed  (schedule  9)  (market 
value  $ _ ). 

3.  Notes  receivable. 

4.  Accounts  receivable. 

(a)  Less:  Allowance  for  uncollectibles. 

5.  Accrued  interest  receivable. 

(a)  Less:  Allowance  for  uncollectibles. 

6.  Loans  (sec.  305)  maturing  within  1  year 
(schedule  3) . 

(a)  Less:  Participation  by  others  (sched¬ 
ule  10). 

(b)  Less:  Amount  sold  with  recourse. 

7.  Debt  securities  of  SBCs  (sec.  304)  ma¬ 
turing  within  1  year: 

( a )  Convertible  ( schedule  4 ) . 

(b)  With  stock  purchase  rights  (sched¬ 
ule  4). 

(c)  Divested  of  stock  rights  (schedule  4). 

(d)  Less:  Participation  by  others  (sched¬ 
ule  10). 

(e)  Less:  Amount  sold  with  recourse. 

8.  Funds  in  escrow  pending  closing  of 
financing. 

9.  Due  from  directors,  officers,  and  em¬ 
ployees  (schedule  11). 

10.  Other  current  assets  (schedule  12) . 

11.  Total  current  assets. 

Loans  and  Investments 

12.  Loans  (sec.  305)  maturing  after  1  year 
(schedule  3). 

(a)  Less:  Participation  by  others  (sched¬ 
ule  10). 

(b)  Less:  Amount  sold  with  recourse. 

(c)  Net  loans  maturing  after  1  year. 

(d)  Less:  Allowance  for  uncollectibles 
(schedule  5).  - 

13.  Debt  securities  of  SBCs  (sec.  304)  ma¬ 
turing  after  1  year : 

(a)  Convertible  (schedule  4). 

(b)  With  stock  purchase  rights  (sched¬ 
ule  4) . 

(c)  Divested  of  stock  rights  (schedule  4). 

(d)  Less:  Participation  by  others  (sched¬ 
ule  10) . 

(e)  Less:  Amount  sold  with  recourse. 

(f)  Net  debt  securities  of  SBCs  maturing 
after  1  year. 

(g)  Less:  Allowance  for  losses  (sched¬ 
ule  6). 

14.  Capital  stock  SBCs: 

(a)  Convertible  (schedule  7). 

(b)  With  stock  purchase  rights  (sched¬ 
ule  7) . 

(c)  Other  (schedule  7) . 

(d)  Less:  Allowance  for  losses. 

15.  Amounts  due  from  debtors  on  sale  of 
assets  acquired  in  liquidation  of  loans  and 
debt  securities  (schedule  13). 

(a)  Less :  Participation  by  others. 

(b)  Less:  Allowance  for  uncollectibles. 

16.  Assets  acquired  in  liquidation  of  loans 
and  debt  securities  (schedule  14) . 

(a)  Less :  Participation  by  others. 

(b)  Less:  Allowance  for  losses. 

17.  Total  loans  and  investments. 

Other  Assets 

18.  Corporate  premises  owned — land. 

19.  Corporate  premises  owned — building. 

(a)  Less :  Accumulated  depreciation. 

20.  Furniture  and  equipment. 

(a)  Less:  Accumulated  depreciation. 

21.  Due  from  directors,  officers,  and  em¬ 
ployees  (schedule  11). 

22.  All  other  (schedule  12). 

23.  Total  other  assets. 

24.  Total. 

LIABILITIES,  CAPITAL  STOCK,  AND  SURPLUS 

Current  Liabilities 

25.  Obligations  payable  to  SBA,  maturing 
within  1  year  (schedule  15). 


6173 

26.  Obligations  ^payable  to  other  than  SBA, 
maturing  within  1  year  (schedule  16). 

27.  Accounts  payable. 

28.  Accrued  interest. 

29.  Accrued  salaries. 

30.  Accrued  taxes  on  income. 

31.  Other  accruals. 

32.  Dividends  payable.  -v. 

33.  Amounts  due  directors,  officers,  and 
employees. 

34.  Federal  taxes  withheld. 

35.  State  and  city  taxes  withheld. 

36.  Unapplied  receipts. 

37.  Advance  interest  payments. 

38.  Miscellaneous  trust  receipts. 

39.  Other. 

40.  Total  current  liabilities. 

Long-Term  Liabilities 

41.  Obligations  payable  after  1  year. 

(a)  For  funds  borrowed  from  SBA  (sec. 
303)  (schedule  15) . 

(b)  For  funds  borrowed  from  other  than 
SBA  (schedule  16) . 

42.  Mortgages  payable  (schedule  16) . 

43.  Amounts  due  directors,  officers,  and 
employees. 

44.  Unamortized  premium  on  debentures 
payable.' 

45.  Other. 

46.  Debenture,  subordinated,  issued  to 
SBA  (sec.  302)  (schedule  15)  (see  statement 
below) . 

47.  Total  liabilities. 

Capital  Stock  and  Surplus 

48.  Capital  stock  (schedule  17) . 

49.  Paid-in  surplus  (schedule  1). 

50.  Less: _ shares  of  treasury  stock  at 

cost. 

51.  Total. 

52.  Capital  stock  subscribed. 

(a)  Less  subscriptions  recei  /able. 

53.  Total. 

54.  Retained  earnings,  net  income  (sched¬ 
ule  1 ) . 

55.  Retained  earnings,  net  realized  gain  on 
investments  (schedule  1 ) . 

56.  Appropriated  retained  earnings  (sched¬ 
ule  1). 

57.  Total  capital  stock  and  surplus. 

58.  Total. 

Statement  of  Statutory  Capital  and 
Surplus 

The  subordinated  debenture  issued  to  the 
Small  Business  Administration  under  section 
302(a)  of  the  Small  Business  Investment 
Act  of  1958,  as  amended,  shall  be  deemed  a 
part  of  the  capital  and  surplus  of  the  com¬ 
pany  for  purposes  of  sections  302(a),  303(b), 
and  306  of  the  act,  as  follows: 

1.  Debenture,  subordinated,  issued  to 

SBA _ (a). 

2.  Capital  stock  and  surplus. 

3.  Total. — (a)  The  Small  Business  Admin¬ 
istration  has  made  a  commitment  to  advance 

an  additional  $ _ under  its  agreement 

with  the  company  to  purchase  a  subordi¬ 
nated  debenture. 

Verification 

Part  I  of  the  financial  report  for  the  fiscal 
year  to  date  comprising  the _ months 


ended - -  19 _ _  submitted  by 

the - (licensee),  to  the  Small  Busi¬ 


ness  Administration,  and  consisting  of  state¬ 
ment  of  financial  condition,  statement  at 
statutory  capital  and  surplus,  statement  of 
income  and  expense,  statement  of  realized 
gain  or  loss  on  investments,  and  schedule(s) 

_ ,  on  SBA  Form  468,  Is  hereby  certified 

to  be  correct  to  the  best  of  my  knowledge 
and  belief. 


(Chief  financial  officer) 
""(Title) 


Date 


Retained  Earnings— Continued 


FEDERAL  REGISTER 
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Schedule  2  Schedule  3 


(Name  of  licensee) 


Name  of  licensee . . . . . 

1  ReDort  for  the _ 

months  ended 

19 

„  nnrt  for  the  fiscal  year  to  date  comprising  the 
B*Pmontiis  ended . 19 . 

Operating  Expenses 


Item 

(1) 

Current 

period 

months 

(2) 

Fiscal 
year  to 
dato 

(3) 

1  Advertising  and  promotional 

2  Appraisal,  consulting,  and 

j  Auditing  and  examination 
costs — -  - 

l.  Depreciation  of  c°rP?rate 

7.  Depreciation  of  furniture  and 

g  Directors’6  and  stockholders’ 

lo!  Investigation  and  financial 

11.  Investment  adviser  and  super- 

13!  Miscellaneous  services  and 

16.  Taxes,  excluding  *  ederal  and 

18.  Uncollectible  notes  and  ac- 

19.  Uncollectible  interest  receiv- 

21.  Uncollectible  amounts  due 
from  debtors  on  sale  of  assets 
acquired  in  liquidation  of 
loans  and  debt  securities.,.-. 

•)i  Organization  expense _ 

25.  Estimated  losses  on  debt  se- 

26.  Estimated  losses  on  capital 

27.  Estimated  losses  on  assets  ac¬ 
quired  in  liquidation  of  loans 

28  . - _ _ 

29.  . . 

30 _ _ _ 

31. . . . 

32 . . . . . . . 

33.  Total  (p.  3,  item  23) . 

Verification 


Parts  I  and  11  of  the  financial  report  for  the  fiscal  year 

to  date  comprising  the . months  ended . . 

19 _ ,  submitted  by  thq  . .  to  the 

(Licensee) 

Small  Business  Administration,  and  consisting  of  state¬ 
ment  of  financial  condition,  statement  of  statutory 
capital  and  surplus,  statement  of  income  and  expense, 
statement  of  realized  gain  or  loss  on  investments,  and 
schedules  1  to  7,  inclusive,  on  SB  A  Form  468,  are  hereby 
certified  to  be  correct  to  the  best  of  my  knowledge  and 
belief. 


Date 


Chief  financial  officer 
Title . 


Loans  (Sec.  305)  (Including  Participations  Bought  or  Sold) 


Name,  address,  type 
of  business  of  small 
business  concern 
(debtor)  (a) 

Interest 

rate 

per 

annum 

Date  of 
loan, 
maturi¬ 
ty  date, 
amorti¬ 
zation 

Unpaid 
principal 
balance 
of  loan 
at  be¬ 
ginning 

Addi¬ 

tions 

during 

period 

Deduc¬ 

tions 

during 

period 

Unpaid 
principal 
balance 
of  loan 
at  close 

Amounts  in  excess 
of  net  funds  ad¬ 
vanced  included 
in  unpaid  prin¬ 
cipal  balance 

Unpaid  balance 
of  net  funds 
advanced  (cost) 
at  close  of 
period  (Im¬ 
maturity 

plan, 

etc.- 

of 

period 

of 

period 

Dis¬ 

count 

Fees  and 
other 
charges 

Within 

1  year 

After 

1  year 

(1; 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(ID 

Total . 

XXX 

XXX 

* 

(P.  1, 
item  6) 

(P.l. 
item  12) 

(a)  State  type  of  business  in  which  borrower  is  engaged.  Standard  Industrial  Classification  Code  numbers,  as 
listed  on  p.  5  of  SBA  Form  477,  may  be  used. 

(b)  Identify  each  item  “pledged”  or  “earmarked"  by  letter  (P)  or  letter  (E),  as  appropriate,  and  each  “participa¬ 
tion  purchased”  with  the  letters  (PP). 

Schedule  4 


Name  of  licensee . . . . 

1  Renort  for  the 

months  ended 

19 

Debt  Securities  of  SBO’s  (Sec.  304)  (Including  Participations  Bought  or  Sold) 


Name,  address, 
type  of  business  of 
small  business  con- 

Date 

of 

secu¬ 

rity 

matu¬ 

rity 

Unpaid 

princi¬ 

pal 

balance 

of 

security 

Addi¬ 

tions 

during 

period 

Deduc¬ 

tions 

during 

Unpaid 

princi¬ 

pal 

balance 

of 

Amounts  in  ex¬ 
cess  of  net 
funds  advanced 
Included  in  un¬ 
paid  principal 
balance 

Unpaid  balance 
or  net  funds 
advanced  (cost) 
at  close  of 
period  (b) 

Market 
or  fair 
value  as 
deter¬ 
mined 
by  the 

Percent 

(c) 

cern  (issuer)  (a) 

date 

interest 

rate, 

amorti¬ 

zation 

plan 

at  be¬ 
ginning 
of 

period 

security 
at  close 
of 

Dis- 

Fees 

and 

Maturity 

board 

of 

direc- 

period 

period 

count 

other 

charges 

Within 
1  year 

After 

1  year 

tors 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(•) 

(10) 

a« 

(12) 

• 

Total.. . 

XXX 

XXX 

(p*i, 

item 

7(c)) 

(P.  1. 
Item 
13(c)) 

(a)  State  type  of  business  in  which  small  business  concern  is  engaged.  Standard  Industrial  Classification  Code 
numbers,  as  listed  on  p.  5  of  SBA  Form  477,  may  be  used.  Oroup  the  debt  securities  by  type  under  the  headings: 
“Convertible,”'“  With  stock  purchase  rights,”  and  “Divested  of  stock  rights,”  with  subtotals  entered  in  each  column, 
as  appropriate,  or  use  a  separate  sheet  for  each  type. 

(b)  Identify  each  item  “pledged”  or  “earmarked”  by  letter  (P)  or  letter  (E),  as  appropriate,  and  each  “participa¬ 
tion  purchased”  with  the  letters  (PP). 

(c)  Show  in  col.  (12)  for  each  small  business  concern  the  percentage  of  such  concern’s  voting  securities  (including 
those  necessary  to  cover  conversion  of,  or  exercise  of  stock  rights  attached  to,  the  debt  securities  described  in  this 
schedule)  which  can  be  obtained  by  the  reporting  company  upon  conversion  of  convertible  debt  securities  and  exer¬ 
cise  of  stock  purchase  warrants  or  options  attached  to  debt  securities. 
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Schedule  5 


Name  of  licensee 


Report  for  the . .  months  ended . 19 _ 


Delinquent  Loans  (Sec.  305)  (Not  Shown  Separately  on  Statement  op  Financial  Condition)  Allowance 

for  Uncollectible  Loans 


Delinquent  loans 

Allowance  for  uncollectible  loans 

Name,  address  of  small  busi¬ 
ness  concern  (debtor) 

Total 

out- 

Installments  due 
and  unpaid 

Balance 
at  begin- 

Additions 

Balance 
at  close 

standing 

balance 

Principal 

Interest 

ning  of 
period 

Charged 
to  expense 

Charged 
to  other 
accounts 

Deduc¬ 

tions 

of  period 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

' 

1  Tntftl 

XXX 

XXX 

XXX 

2.  General  allowance  for  un- 

XXX 

XXX 

XXX 

3.  Total . 

...  1 

I 

9 

P.  1,  item 
12(d) 

(a)  This  line  will  be  used  only  if  the  allowance  for  uncollectible  loans  is  based  upon  a  percentage  of  loans  made. 


Schedule  6 


Name  of  licensee .  Report  for  the . months  ended . . . 19 - 


Delinquent  Debt  Securities  (Sec.  304)  (Not  Shown  Separately  on  Statement  of  Financial  Condition) 
Allowance  for  Losses  on  Debt  Securities 


Delinquent  debt  securities 

Allowance  for  losses  on  debt  securities 

Name,  address  of  small 
business  concern  (debtor) 

Total  out¬ 
standing 

Installments  due  and 
unpaid 

Balance  at 
beginning 

Additions 

Deductions 

Balance  at 
close  of 

balance 

Principal 

Interest 

of  period 

period 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

1.  Total  ... 

XXX 

XXX 

XXX 

2.  General  allowance  for 
losses  on  debt  securi- 

XXX 

XXX 

XXX 

3.  Total  ...  . 

(P.  1,  item 
13(g)) 

(a)  This  line  will  be  used  only  if  the  allowance  for  losses  on  debt  securities  is  based  upon  a  percentage  of  debt 
securities  acquired. 
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Schedule  7 


Name  of  licensee _ 

« 

Report  for  the . 

_ months  ended . 

. 19. _ 

Capital  Stock  of  SBO’s 

Allowance  for  Losses  on  Capital  Stock 

of  SBO’s 

Name,  address, 
type  of  business 
of  small  business 
concern 
(issuer)  (a) 

Date 

ac¬ 

quired 

Type 

and 

class 

Par  or 
stated 
value 
per 
share 

Num¬ 

ber 

of 

shares 

Balance 
at  cost 
begin¬ 
ning 
of 

period 

Addi¬ 

tions 

during 

period 

(cost) 

Deduc¬ 

tions 

during 

period 

(cost) 

Balance 
at  cost 
close  of 
period 
(b) 

Allow¬ 

ance 

for 

losses 
at  close 
of 

period 

Market 
or  fair 
value  as 
deter¬ 
mined 
by  the 
Board 
of  Di¬ 
rectors 

Percent 

(c) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

GO) 

(11) 

(12) 

Total  . 

XXX 

XXX 

XXX 

XXX 

XXX 

(P.1, 

item 

14(c)) 

(P.1, 

Item 

14(d)) 

' 

(a)  State  type  of  business  in  which  small  business  concern  is  engaged.  Standard  Industrial  Classification  Codo 
numbers,  as  listed  on  p.  5  of  SBA  Form  477,  may  be  used.  Group  the  capital  stock  by  type  under  the  headings, 
"Convertible,”  “With  stock  purchase  rights,”  and  “Other,”  with  subtotals  entered  in  each  column,  as  appropriate, 
or  use  a  separate  sheet  for  each  type. 

(b)  Identify  each  item  “pledged”  or  “earmarked”  by  letter  (P)  or  letter  (E>,  as  appropriate. 

(c)  Show  in  col.  (12)  for  each  small  business  concern  the  percentage  of  such  concern’s  voting  securities  (including 
those  necessary  to  cover  conversion  of,  or  exercise  of  stock  rights  attached  to,  the  capital  stock  described  in  this  sched¬ 
ule)  represented  by  voting  stock  held  plus  the  voting  securities  which  can  be  obtained  by  the  reporting  company 
upon  conversion  of  convertible  stock  and  exercise  of  stock  purchase  warrants  or  options  attached  to  stock. 

Schedule  8 


(Name  of  Licensee) 
. ,  19. _ 


Part  III 


Cash  on  Hand  and  in  Banks 


Name  of  depository 

0) 

Location  of 
depository 

(2) 

Amount 

(3) 

1.  General  funds— demand  balances  with: 
(a).. . 

(b) . . . 

(c) . 

(d) . 

(f)  _ _ 

(g), . . . . 

(h) . . 

(i) . . . . . . 

2.  Cash  items  in  process  of  collection _ 

3.  Petty  cash _  _ _ 

XXX 

XXX 

4 . _  _  ... _ 

5 . 

6 _ _ 

7 . 

8.  Total  cash _ _ ' _ ...... 

XXX 

Verification 

Parts  I,  II,  and  III  of  the  Financial  Report  for  the  fiscal  year  to  date  comprising  the . -  months  ended 

- . ,  19 _ ,  submitted  by  the . . . to  the  Small  Business  Administration,  and  con- 

(Licensce) 

sisting  of  statement  of  financial  condition,  statement  of  statutory  capital  and  surplus,  statement  of  Income  and  ex¬ 
pense,  statement  of  realized  gain  or  loss  on  investments,  and  Schedules  1  to  20,  inclusive,  on  SBA  Form  468,  are  hereby 
certified  to  be  correct  to  the  best  of  my  know  ledge  and  belief. 

Date .  Chief  financial  officer . . 

•  Title . 

Verification 

I  hereby  attest  that  the  minutes  of  the  meeting  of  the  Board  of  Directors  of  the  . . . . . 

(Licensee) 

on . .  19 . show  that  the  Board,  at  such  meeting,  reviewed  and  approved  Parts  I,  II,  and  III  of  the 

Financial  Report  of  such  company  for  the  fiscal  year  to  date  comprising  the . months  ended . ,  19 _ , 

-  covered  by  the  above  verification  of  the  chief  financial  officer. 

Date . .  Secretary . - 


V 


(P.  1,  item  (P.  1,  item 
7(d))  13(d)) 


FEDERAL  REGISTER 


6181 


■PP1*  V  ^ 
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Part  I 


Statement  or  Financial  Condition — Con.  Statement  or  Financial  Condition — Con. 


'  statement  of  Financial  Condition 
Assets 

Iterash  on  hand  and  in  banks.  State  the 
ot  aii  demand  deposits,  cash  items  in 
process  of  collection,  and  the  petty  cash 

Government  obligations,  direct  and 

2'  hillv  guaranteed.  State  at  cost  the  total 
investment  in  direct  obligations  of  the 
United  States  Government  and  those  obli- 
ffatlons  guaranteed  as  to  principal  and  in¬ 
terest  by  the  United  States  Government. 
/Increase  in  redemption  value  of  United 
States  Savings  bonds  purchased  at  less 
than  face  value  may  be  considered  cost  for 
this  purpose.)  State  current  market  value 
parenthetically. 

3  Notes  receivable.  State  the  total  unpaid 
principal  amount  of  miscellaneous  notes 
receivable,  except  notes  representing 
amounts  due  from  debtors  on  sale  of  assets 
acquired  in  liquidation  of  loans  and  debt 
securities. 

4  Accounts  receivable.  State  the  combined 
total  of  all  amounts  due  for  (1)  advisory, 

,  consulting,  appraisal,  financial,  and  mis¬ 
cellaneous  services  rendered,  (2)  services 
rendered  to  “participating”  companies  on 
their  participations  in  loans  (section  305), 
debt  securities  (section  304),  assets  ac¬ 
quired  in  liquidation  of  loans  and  debt 
securities,  and  amounts  due  from  debtors 
on  sale  of  assets  acquired  in  liquidation  of 
loans  and  debt  securities  of  the  “initiat¬ 
ing”  company,  and  (3)  making  funds 
available  on  a  deferred  basis  to  “initiating” 
companies  in  connection  with  their  financ¬ 
ing  of,  or  commitments  to  finance,  small 
business  concerns  and  (as  an  “initiating” 
company)  making  funds  available  on  a  de¬ 
ferred  basis  on  commitments  to  finance 
small  business  concerns;  the  amount  of 
declared  dividends  receivable  on  capital 
stock  of  small  business  concerns;  and  mis¬ 
cellaneous  amounts  due  on  open  account. 

(a)  Less:  Allowance  for  uncollectibles 
(applicable  to  items  3  and  4).  State  the 
amount  of  the  valuation  reserve  provided 
for  estimated  losses  on  the  foregoing 
receivables. 

5.  Accrued  interest  receivable.  State  the 
total  amount  of  (1)  interest  accrued  on 
loans  to  and  debt  securities  of  small  busi¬ 
ness  concerns,  United  States  Government 
obligations  (direct  and  fully  guaranteed), 
notes  receivable,  sales  contracts,  and  other 
Interest-bearing  amounts  due  from 
debtors,  including  funds  placed  in  escrow 
pending  the  closing  of  financing;  (2)  the 
full  amount  of  interest  accrued  on  loans 
(section  305)  and  debt  securities  (section 

304)  participated  in  by  others,  less  amount 
due  “participating”  companies;  and  (3) 
interest  accrued  on  the  amount  of  the 
company’s  participation  in  loans  (section 

305)  and  debt  securities  (section  304) 
Initiated  by  others. 

(a)  Less:  Allowance  for  uncollectibles. 
State  the  amount  of  the  valuation  reserve 
provided  for  estimated  losses  of  accrued 
interest  receivable. 

6  and  12.  Loans  (section  305).  Show  the 
y  current  and  noncurrent  portions,  respec¬ 
tively,  of  the  unpaid  balance  of  net  funds 
advanced  on  loans  to  small  business  con¬ 
cerns  pursuant  to  section  305  of  the  Small 
Business  Investment  Act  of  1958,  as 
amended.  Secured  obligations  acquired 
from  small  business  concerns  which  carry 
the  right  through  conversion  or  through 
exercise  of  stock  purchase  warrants  or 
options  by  the  holder  thereof  to  acquire 
stock  in  the  small  business  concerns  may 
be  obtained  only  under  section  304  of  the 
Act  and  are  not  to  be  included  in  these 
items  but  in  the  appropriate  subdivisions 
of  items  7  and  13. 


Asse  ts — Continued 

Item 

6(a)  and  12(a) .  Less:  Participation  by  others. 
State  the  outstanding  balances  of  partici¬ 
pations  by  other  lending  institutions  in 
loans  (section  305)  which  relate  to  the  cur¬ 
rent  and  noncurrent  portions  of  such  loans, 
respectively. 

6(b)  and  12(b).  Less:  Amount  sold  with 
recourse.  Show  the  current  and  noncur¬ 
rent  portions,  respectively,  of  the  net 
amount  of  the  unpaid  principal  balance 
of  loans  to  small  business  concerns  sold 
with  recourse  upon  the  company  in  the 
event  of  default. 

12(c).  Net  loans  maturing  after  one  year. 
Enter  the  balance  resulting  from  the  de¬ 
duction  of  the  appropriate  amount  opposite 
item  12(b)  from  item  12. 

12(d).  Less:  Allowance  for  uncollectibles. 
State  the  amount  of  the  valuation  reserve 
provided  for  estimated  losses  on  loans 
(section  305) . 

7  and  13.  Debt  securities  of  SBCs  ( section 
304) : 

7(a)  and  13(a) .  Convertible. 

7(b)  and  13(b).  With  stock  purchase  rights. 
7(c)  and  13(c).  Divested  of  stock  rights. 

Show  opposite  the  appropriate  items  the 
current  and  noncurrent  portions,  respec¬ 
tively,  of  the  unpaid  balance  of  net  funds 
advanced  on  small  business  concerns’  con¬ 
vertible  debt  securities,  debt  securities 
with  stock  purchase  rights  (warrants  or 
options),  and  debt  securities  divested  of 
stock  rights,  all  acquired  by  the  company 
pursuant  to  section  304  of  the  Small  Busi¬ 
ness  Investment  Act  of  1958,  as  amended. 
7(d)  and  13(d).  Less:  Participation  by 
others.  State  the  outstanding  balances  of 
participations  by  other  lending  institu¬ 
tions  in  debt  securities  (section  304)  which 
relate  to  the  current  and  noncurrent  por¬ 
tions  of  such  debt  securities,  respectively. 
7(e)  and  13(e).  Less:  Amount  sold  with  re¬ 
course.  Show  the  current  and  noncurrent 
portions,  respectively,  of  the  net  amount 
of  the  unpaid  principal  balance  of  small 
business  concerns'  debt  Securities  sold 
’  with  recourse  upon  the  company  in  the 
event  of  default. 

13(f).  Net  debt  securities  of  SBCs  matur¬ 
ing  after  one  year.  Enter  the  balance  re¬ 
sulting  from  the  deduction  of  the  appro¬ 
priate  amount  opposite  item  13(e)  from 
the  appropriate  amount  opposite  item 
13(c). 

13(g).  Less:  Allowance  for  losses.  State  the 
amount  of  the  valuation  reserve  provided 
for  estimated  losses  on  convertible  debt 
securities,  debt  securities  with  attached 
stock  purchase  warrants  or  options,  and 
debt  securities  divested  of  stock  rights  (all 
section  304). 

8.  Funds  in  escrow  pending  closing  of  financ¬ 
ing.  State  the  amount  of  funds  in  escrow 
pending  the  closing  of  financing  for  small 
business  concerns. 

9  and  21.  Due  from  directors,  officers,  and 
employees.  Show  the  current  and  noncur¬ 
rent  portions,  respectively,  of  the  unpaid 
balance  of  amounts  advanced  to  directors, 
officers,  and  employees. 

10.  Other  current  assets.  State  the  total  of 
all  current  amounts  due  the  company  not 
provided  for  elsewhere. 

11.  Total  current  assets.  Enter  the  total  of 
the  appropriate  amounts  opposite  items  1, 
2.  4(a),  5(a),  6(b),  7(e),  8,  9,  and  10. 

12.  (See  item  “6  and  12”  above.) 

13.  (See  item  “7  and  13”  above.) 

14.  Capital  stock  of  SBCs: 

(a)  Convertible. 

(b)  With  stock  purchase  rights. 

(c)  Other. 


Assets — Continued 

Item 

State  opposite  the  appropriate  items  the 
value  at  cost  of  small  business  concerns' 
convertible  capital  stock,  capital  stock  with 
stock  purchase  rights  (warrants  or  op¬ 
tions),  and  other  capital  stock  (without 
conversion  privileges  or  stock  purchase 
rights) ,  all  acquired  by  the  company  pur¬ 
suant  to  section  304  of  the  Small  Business 
Investment  Act  of  1958,  as  amended. 

(d)  Less:  Allowance  for  losses.  State  the 
amount  of  the  valuation  reserve  provided 
for  estimated  losses  on  small  business  con¬ 
cerns’  convertible  capital  stock,  capital 
stock  with  attached  stock  purchase  war¬ 
rants  or  options,  and  other  capital  stock  of 
such  concerns  owned  by  the  company. 

15.  Amounts  due  from  debtors  on  sale  of 
assets  acquired  in  liquidation  of  loans  and 
debt  securities.  State  the  total  of  the  un¬ 
paid  balances  of  accounts,  notes,  sales  con¬ 
tracts,  purchase  money  mortgagee,  etc., 
evidencing  Indebtedness  to  the  company 
arising  from  the  sale  of  assets  acquired  in 
liquidation  of  loans  (section  305)  and  debt 
securities  (section  304). 

(a)  Less:  Participation  by  others.  State 
the  outstanding  balance  of  participations 
by  other  lending  institutions  in  amounts 
due  the  company  from  debtors  on  sale  of 
assets  acquired  in  liquidation  of  loans  (sec¬ 
tion  305)  and  debt  securities  (section  304). 

(b)  Less:  Allowance  for  uncollectibles. 
State  the  amount  of  the  valuation  reserve 
provided  for  estimated  losses  of  amounts 
due  from  debtors  on  sale  of  assets  acquired 
in  liquidation  of  loans  (section  305)  and 
debt  securities  (section  304). 

16.  Assets  acquired  in  liquidation  of  loans 
and  debt  securities.  State,  as  recorded  in 
the  books  of  account,  the  company’s  in¬ 
vestment  in  assets  acquired  by  foreclosure 
or  otherwise  in  liquidation  of  loans  (sec¬ 
tion  305)  and  debt  securities  (section  304), 
including  Judgments  and  sheriffs’  certifi¬ 
cates. 

(a)  Less:  Participation  by  others.  State 
the  outstanding  balance  of  participations 
by  other  lending  institutions  in  assets 
acquired  by  the  company  in  liquidation  of 
loans  (section  305)  and  debt  securities 
(section  304). 

(b)  Less:  Allowa.nce  for  losses.  State 
the  amount  of  the  valuation  reserve  pro¬ 
vided  for  estimated  losses  on  assets  ac¬ 
quired  in  liquidation  of  loans  (section  305) 
and  debt  securities  (section  304). 

17.  Total  loans  and  investments.  ‘  Enter  the 
total  of  the  appropriate  amounts  opposite 
items  12(d),  13(g),,  14(d),  15(b),  and 
16(b). 

18.  Corporate  premises  owned — land.  State 
the  actual  cost  of  acquisition  of  the  land 
used  as  the  site  of  the  company’s  office 
quarters,  plus  the  actual  cost  of  any  im¬ 
provements  (benefits)  applicable  to  the 
land. 

19.  Corporate  premises  owned — building. 
State  the  actual  cost  of  acquisition  of  the 
building  used  as  the  company’s  office  quar¬ 
ters,  plus  the  actual  cost  of  any  improve¬ 
ments  applicable  to  the  building. 

(a)  Less:  Accumulated  depreciation. 
State  the  amount  of  the  valuation  reserve 
provided  for  depreciation  of  the  building 
and  other  depreciable  improvements  of  " 
corporate  premises  owned. 

20.  Furniture  and  equipment.  State  the 
total  cost  of  furniture,  fixtures,  and  equip¬ 
ment  (including  automobiles)  owned  by 
the  company. 

(a)  Less:  Accumulated  x  depreciation. 
State  the  amount  of  the  valuation  reserve 
provided  for  depreciation  of  furniture,  fix¬ 
tures,  and  equipment. 

21.  (See  item  “9  and  21”  above.) 
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Statement  of  Financial  Condition — Con. 

Assets — Continued 

Item 

22.  All  other.  State  the  total  amount  of  as¬ 
sets  at  cost  not  provided  for  elsewhere, 
such  as  unamortized  organization  costs, 
recoverable  amounts  advanced  for  the  pro¬ 
tection  and  preservation  of  the  company’s 
investments,  and  prepaid  expenses  or  de¬ 
ferred  charges,  including  prepayments  of 
insurance,  unamortized  discount  on  de¬ 
bentures  payable,  and  the  unamortized 
co6t  of  improvements  to  leased  property 
used  as  the  company’s  office  quarters. 

23.  Total  Other  Assets.  Enter  the  total  of 
the  appropriate  amounts  opposite  items 
18,  19(a),  20(a),  21,  and  22. 

24.  Total.  Enter  the  total  of  items  11,  17, 
and  23. 

Liabilities,  Capital  Stock,  and  Surplus 

25.  Obligations  payable  to  SBA,  maturing 
within  one  year.  State  the  total  of  the 
current  portions  of  the  unpaid  principal 
balance  of  notes  payable  for  funds  bor¬ 
rowed  from  SBA  and  the  unpaid  principal 
balance  of  funds  received  by  the  company 
under  its  subordinated  debenture  bond 
payable  issued  to  SBA. 

26.  Obligations  payable  to  other  than  SBA, 
maturing  unthin  one  year.  State  the  total 
amount  of  the  current  portions  of  the 
unpaid  principal  balance  of  notes  payable 
for  funds  borrowed  from  other  than  SBA, 
installments  to  be  paid  on  the  company’s 
unsubordinated  debenture  bonds,  subordi¬ 
nated  debenture  bonds  payable  to  other 
than  SBA,  and  mortgages  payable  for  funds 
borrowed  on  corporate  premises  or  other 
real  estate. 

27.  Accounts  payable.  State  the  total  of 
accounts  payable  ( 1 )  for  services  rendered 
to  the  company  on  its  participations  in 
loans  (section  305),' debt  securities  (sec¬ 
tion  304) ,  assets  acquired  in  liquidation  of 
loans  and  debt  securities,  and  amounts  due 
from  debtors  on  sale  of  assets  acquired  in 
liquidation  of  loans  and  debt  securities; 
(2)  for  commitment  fees  for  having  funds 
made  available  on  a  deferred  basis  by 
“participating”  companies;  and  (3)  on 
open  account.  Accounts  payable  for  the 
purchase  of  securities,  if  significant,  shall 
be  shown  parenthetically. 

28.  Accrued  interest.  State  the  total  amount 
of  interest  accrued  on  the  company’s  notes, 
mortgages,  and  debentures  payable;  on 
loans  (section  305)  and  debt  securities 
(section  304)  of  small  business  concerns 
sold  with  recourse  on  the  company;  and 
on  other  interest-bearing  obligations. 

29.  Accrued  salaries.  State  the  total  amount 
of  the  company’s  liability  for  accrued 
salaries. 

30.  Accrued  taxes  on  income.  Show  the  total 
amount  of  estimated  Federal  and  State 
income  taxes  accrued  and  unpaid. 

31.  Other  accruals.  State  the  total  amount 
of  the  company’s  liability  for  accrued 
social  security  taxes  and  other  accrued 
expenses. - 

32.  Dividends  payable.  State  the  total 
amount  of  the  company’s  liability  for 
dividends,  other  than  stock  dividends,  de¬ 
clared  by  the  board  of  directors  on  capital 
stock  issued  and  outstanding. 

33  and  43.  Amounts  due  directors,  officers, 
and  employees.  Show  the  current  and 
noncurrent  portions,  respectively,  of 
amounts  owed  to  directors,  officers,  or  em¬ 
ployees,  other  than  salaries. 

34.  Federal  taxes  withheld.  State  the 
total  amount  of  Federal  income  and  social 
security  taxes  withheld  from  employees’ 
salaries  and  not  yet  remitted  to  the  In¬ 
ternal  Revenue  Service. 

35.  State  and  city  taxes  withheld.  Show  the 
total  amount  of  State  income  and  city 
taxes  withheld  from  employees’  salaries 

•  and  not  yet  remitted  to  the  appropriate 
tax  collectors.  _ 


Statement  of  Financial  Condition — Con.  Statement  of  Financial  Condition-— Cqh 

Liabilities,  Capital  Stock,  and  Surplus — Con.  Liabilities,  Capital  Stock,  and  SurpiUs-~Qr 

Item  Item 

36.  Unapplied  receipts.  State  the  total  50.  Less: - shares  of  treasury  stock 

amount  of  funds  received  by  the  company  cost.  State. the  number  of  shares  and  th* 

which  have  not  been  applied  to  loans  total  amount  of  the  company’s  issued  c 

(section  305),  debt  securities  (section  ital  stock  which  has  been  reacquired  ami 

304),  interest  receivable,  etc.  not  retired.  an<‘ 

37.  Advance  interest  payments.  State  the  51.  Total.  Enter  the  balance  resulting  fro 

total  amount  of  interest  collected  through  the  deduction  of  item  50  from  theapnr”1 

cash  payments  by  debtors  on  interest-  priate  amount  opposite  item  49.  °* 

bearing  items  prior  to  the  interest  maturity  52.  Capital  stock  subscribed.  Show  the  total 
date.  amount  at  the  subscription  price  of  the 

38.  Miscellaneous  trust  receipts.  State  the  company’s  capital  stock  subscribed, 

total  amount  of  the  company’s  liability  for  (a)  Less:  Subscriptions  receivable.  Show 
funds  withheld  or  received  in  trust  not  the  total  amount  of  the  unpaid  balances  of 
provided  for  elsewhere,  including  earnest  capital  stock  subscriptions  receivable 
money  deposits  and  funds  withheld  from  53.  Total.  Enter  th^'total  of  the  appropriate 
employees’  salaries  for  the  purchase  of  amounts  opposite  items  51  and  52(a). 
United  States  savings  bonds,  payment  of  54.  Retained  earnings,  net  income,  state 
group  life  insurance  premiums,  etc.  the  accumulated  balance  of  the  company’s 

39  and  45.  Other.  Show  the  current  and  undistributed  net  income  since  incorpora- 
noncurrent  portions,  respectively,  of  the  tion. 

unpaid  principal  balance  of  notes  pay-  55.  Retained  earnings,  net  realized  gain  on 
able  in  evidence  of  amounts  owed  by  the  investment ?.  State  the  accumulated  bal- 

company  other  than  for  funds  borrowed,  ance  of  the  company’s  undistributed  net 

and  of  the  amount  of  liabilities  not  pro-  realized  gain  or  loss  on  investments  since 

vided  for  elsewhere.  incorporation. 

40.  Total  Current  Liabilities.  Enter  the  total  56.  Appropriated  retained  earnings.  State 

of  items  25  through  39.  the  total  amount  of  retained  earnings  ear- 

41.  Obligations  payable  after  one  year.  marked  for  some  future  purpose  and  thus 

(a)  For  funds  borrowed  from  SBA  (sec-  restricted  from  dividend  distribution. 

tion  303).  Show  the  noncurrent  portion  57.  Total  capital  stock  and  surplus.  Enter 
of  the  total  unpaid  principal  balance  of  the  total  of  the  appropriate  amounts  op- 

ndtes  payable  for  funds  borrowed  from  posite  items  53  and  56. 

SBA.  58.  Total.  Enter  the  total  of  items  47  and  57. 

(b)  For  funds  borrowed  from  other  than  statement  of  Statutory  Capitai 

SBA.  Show  the  total  of  the  noncurrent  statement  of  statutory  Capital  and 

portions  of  the  unpaid  principal  balance 

of  notes  payable  for  funds  borrowed  from  1.  Debenture,  subordinated,  issued  to  SBA. 

other  than  SBA,  installments  on  unsubor-  State  the  total  of  the  unpaid  principal 

dinated  debenture  bonds  payable  issued  for  balance  of  funds  received  under  the  sub¬ 
funds  borrowed,  and  installments  on  sub-  ordinated  debenture  bond  payable  issued 

ordinated  debenture  bonds  payable  issued  to  SBA.  This  amount  shall  agree  with  the 

to  other  than  SBA  for  funds  borrowed.  total  of  the  appropriate  portion  of  item 

42.  Mortgages  payable.  Show  the  noncur-  25  plus  item  46  of  the  Statement  of  Finan- 

rent  portion  of  the  unpaid  principal  cial  Condition. 

balance  of  mortgages  payable  for  funds  2.  Capital  stock  and  surplus.  State  the 

borrowed  on  corporate  premises  or  other  amount  of  the  combined  fully  paid  capital 

real  estate  owned  by  the  company.  stock  issued  and  outstanding  and  paid-in 

43.  (See  item  “33  and  43”  above.)  surplus.  This  amount  shall  agree  with 

44.  Unamortized  premium  on  debentures  item  51  of  the  Statement  of  Financial  Con- 

payable.  State  the  amount  of  the  un-  dition  less  the  amount  of  any  declared 
amortized  balance  of  premium  on  unma-  stock  dividends  payable  which  may  be  in- 
tured  oustandlng  debentures  payable  sold  eluded  in  item  51. 

by  the  company  for  a  sum  in  excess  of  par.  3.  Total.  Enter  the  total  of  items  1  and  2  o( 

45.  (See  item  “39  and  45”  above.)  this  Statement  of  Statutory  Capital  and 

46.  Debenture,  subordinated,  issued  to  SBA  Surplus. 

( section  302 ) .  Show  the  noncurrent 

portion  of  the  unpaid  principal  balance  Statement  of  Income  and  Expense  for  thi 
of  funds  received  by  the  company  under  Fiscal  Year  to  Date 

Issuedto'sBA1^  dCbentUre  b°nd  payablC  Include  the  presentation  of  income  and 

471SroefaI  liabilities.  Enter  the  total  of  the  exPense  data  for  the  current  P“iod- whlch 
appropriate  amounts  opposite  items  40,  *  the  Period  immediately  following  the  pe- 

45,  and  46.  riod  for  which  this  particular  statement  was 

48.  Capital  stock.  Show  the  total  par  or  last  submitted  to  SBA. 

stated  value  of  the  capital  stock  issued,  . 

plus  any  capital  stock  dividends  declared  .. 

payable  by  the  company’s  board  of  direc-  ,  ™  ..  .  . _ _  .  .. 

. .  1.  Commitment  income.  State  the  total  or 

tors  and  not  Issued  as  of  the  date  of  the  .  _  ,  .  _ u 

report.  the  amount  of  income  earned  on  commit- 

49.  Paid-in  surplus.  State  the  total  amount  ments  to  small  business  concerns  for  loans 

of  surplus  arising  from  (1)  sales  initially  (section  305)  and  equity  securities  (sec- 

of  the  company’s  capital  stock  at  a  price  tion  304) ,  and  the  amount  of  commitment 

in  excess  of  par  value  (including  amounts  income  on  deferred  participations  of  the 

transferred  from  capital  stock  subscribed  company  in  the  lending  activities  of  other 

at  a  price  above  par,  when  shares  are  financial  institutions. 

issued);  (2)  donations  to  the  company  2  Interest  on  loans_  state  the  amount  of 

of  its  issued  capital  stock  carried  as  treas-  loans  (section  305)  to 

ury  stock  at  fair  market  value  or  par  ”  «**»«**  v 

value;  (3)  retirements  of  capital  stock  small  business  concerns, 

purchased  at  'less  than  the  par  value  Interest  on  debt  securities.  State 

thereof;  (4)  sales  of  treasury  stock  in  amount  of  interest  earned  on  debt  secun- 

excess  of  its  carrying  value  on  the  books  ties  of  small  business  concerns  owned  by 

of  the  company;  (5)  donations  or  gifts  the  company  pursuant  to  section  304. 

to  the  company  of  assets  carried  at  not  4.  Interest  on  U.S.  Government  securities. 

in  excess  of  fair  market  value;  and  (6)  State  the  amount  of  interest  earned  on 

other  capital  equity  transactions  with  United  States  Government  obligations, 

stockholders.  direct  and  fully  guaranteed. 
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U-NT  OF  INCOME  AND  EXPENSES  FOR  THE  STATEMENT  OF  INCOME  AND  EXPENSES  FOR  THE 

STAjtscal  Year  to  Date — Continued  Fiscal  Year  to  Date — Continued 

Income — Continued  Expense — Continued 

Item 

Tterest  on  amounts  due  from  debtors  on  19.  Compensation  expense — participations' 

5- Q.  assets  acquired  in  liquidation  of  purchased.  State  the  amount  of  compen- 

loani  and  debt  securities.  State  the  sation/  expense  for  financial  services  re¬ 
mount  of  interest  earned  on  amounts  due  ceived  from  “initiating”  companies  in  con- 

fom  debtors  on  sale  of  assets  acquired  in  nection  with  participations  purchased. 

ii  idation  of  ioans  (section  305)  and  debt  20.  Debenture  and  fiscal  agent  expense. 
Mgurlties  (section  304).  State  the  amount  of  charges  for  services 

Merest  income — other.  State  the'  amount  rendered  and  expenses  incurred  by  the 

6  f  interest  earned  on  funds  in  escrow  company’s  fiscal  agent,  and  expenses  di¬ 
nending  closing  of  financing,  on  notes  re-  rectly  incident  to  the  sale,  redemption, 

livable  (except  those  from  debtors  on  sale  and  servicing  of  debentures  payable. 

of  assets  acquired  in  liquidation  of  loans  21.  Transfer  agent  and  registrar  expense. 
and  debt  securities) ,  and  on  other  interest-  State  the  amount  of  charges  to  the  corn- 

bearing  receivables  not  provided  for  else-  pany  by  the  transfer  agent  and  the  regis- 

mMgn.  v  trar  for  services  rendered  in  connection 

7  compensation  inco  m  e — participations  with  the  issuance  and  transfer  of  the  corn- 

sold.  State  the  amount  of  compensation  pany’s  capital  stock. 

earned  by  the  company  for  financial  serv-  22.  Expense  on  assets  acquired  in  liquidation 
ices  rendered  in  connection  with  partici-  of  loans  and  debt  securities.  State  the 

nations  sold.  amount  of  expense  incurred  on  assets  ac- 

8  Advisory  and  consulting  service  fees.  quired  in  liquidation  of  loans  (section  305) , 

State  the  amount  of  fees  charged  for  ad-  and  debt  securities  (section  304) ,  in- 

visory,  consulting,  and  related  services  eluding  the  operation  of  properties  so 

rendered  to  small  business  concerns.  acquired. 

9  Appraisal  and  investigation  fees.  State  23.  Operating  expenses.  State  the  total 

the  amount  of  fees  charged  for  appraisal,  amount  of  operating  expenses  Including 

investigation,  and  related  services  ren-  advertising,  appraisal,  consulting,  audlt- 

dered  to  banks  or  other  financial  institu-  ing,  communications,  space  occupancy,  de- 

tions,  other  than  services  rendered  in  preciation  of  office  building  and  equip- 

connection  with  participations  sold.  ment,  directors’  and  stockholders’  meet- 

10.  Miscellaneous  fees.  State  the  amount  of  ings,  Insurance,  financial  service,  invest- 

fees  charged  for  application,  appraisal,  in-  ment  adviser,  legal,  miscellaneous  services 

vestigation,  and  related  services  rendered  and  supplies,  salaries,  taxes  (other  than  in¬ 
to  small  business  concerns.  come) ,  travel,  uncollectible  receivables, 

11.  Dividends  on  capital  stock  of  SBCs.  State  maintenance  and  repairs,  retirement  bene- 

the  amount  of  income  from  declared  divi-  fits,  organization,  and  estimated  asset  loss 

dends  on  capital  stock  of  small  business  expenses. 

concerns.  24.  Amortisation  of  discount  ( premium )  on 

12.  Sharings  in  income  of  SBCs.  State  the  debentures  payable.  State  the  net  amount 

amount  of  sharings  or  participations  in  of  amortization  of  discount  or  premium 

the  income  of  small  business  concerns  on  unmatured  outstanding  debentures 

from  which  the  company  has  acquired  debt  payable  issued  by  the  company, 
securities  (section  304) .  25.  Total.  Enter  the  total  of  Items  16 

13.  Income  from  assets  acquired  in  liquida-  through  24. 

tion  of  loans  and  debt  securities.  State  the  26.  Net  income  before  taxes  on  income.  En- 
amount,  of  income  earned  on  assets  ter  the  balance  resulting  from  the  deduc- 

acquired  In  liquidation  of  loans  (secti6n  tion  of  item  25  from  item  15. 

305)  and  debt  securities  (section  304) ,  in-  27.  Provision  for  Federal  and  other  income 
eluding  the  operation  of  properties  so  taxes.  State  the  amount  of  the  Federal 
acquired.  and  other  income  tax  accruals  relating  to 

14.  Other  income.  State  the  total  amount  of  income  exclusive  of  net  realized  gain  or 
(1)  recoveries  on  asset  losses  charged  to  loss  on  investments. 

loss  accounts;  (2)  income  earned  from  the  28.  Net  income  exclusive  of  net  realised  gain 
leasing  or  renting  to  others  of  portions  of  or  loss  on  investments.  Enter  the  balance 

corporate  premises  owned;  (3)  gain  or  loss  resulting  from  the  deduction  of  item  27 

on  debentures  payable  purchased  and  re-  from  item  26. 

tired;  and  (4)  other  income  of  a  miscel-  Statement  of  Realized  Gain  or  Loss  on 
laneous  nature.  Investments 

15.  Total.  Enter  the  total  of  items  1  through 

14.  1.  U.S.  Government  securities.  Show  the 

aggregate  cost,  aggregate  net  proceeds, 
and  net  gain  or  loss  on  the  sale  or  other 
disposition  of  United  States  Government 
obligations,  direct  and  fully  guaranteed. 
The  “current  period”  is  the  period  im¬ 
mediately  following  the  period  for  which 
this  particular  statement  was  last  sub¬ 
mitted  to  SB  A. 

2.  Debt  securities  of  SBCs.  Show  the  ag¬ 
gregate  cost,  aggregate  net  proceeds,  and 
net  gain  or  loss  on  the  sale  or  other  dis¬ 
position  of  debt  securities  of  small  busi¬ 
ness  concerns. 

3.  Capital  stock  of  SBCs.  Show  the  ag¬ 
gregate  cost,  aggregate  net  proceeds,  and 
net  gain  or  loss  on  the  sale  or  other  dis¬ 
position  of  capital  stock  of  small  business 
concerns. 

4.  Stock  purchase  warrants  or  options  of 
SBCs.  Show  the  aggregate  cost,  aggregate 
net  proceeds,  and  the  net  gain  or  loss  on 
the  sale  or  other  disposition  of  detachable 
stock  purchase  warrants  or  options  which 
have  been  detached  from  the  capital  stock 
certificates  or  debt  securities  with  which 
they  were  issued  by  small  business 
concerns. 


Statement  of  Realized  Gain  or  Loss  on 

,  Investments — Continued 

Item 

5.  Assets  acquired  in  liquidation  of  loans 
and  debt  securities.  Show  the  aggregate 
oost,  aggregate  net  proceeds,  and  net  gain 
or  loss  on  the  sale  or  other  disposition 
of  assets  acquired  in  liquidation  of  loans 
and  debt  securities  of  small  business  con¬ 
cerns.  The  aggregate  cost  shown  for  this 
item  shall  be  the  same  as  that  recorded  in 
the  books,  of  account  on  the  basis  de¬ 
termined  by  the  board  of  directors  from 
among  (1)  bid-ln  price  of  the  property, 
(2)  agreed  consideration  for  the  property, 
and  (3)  fair  appraised  value  of  the  prop¬ 
erty,  but  not  to  exceed  the  total  amount 
of  the  related  loan  or  debt,  security 
involved. 

6.  Other.  Show  the  aggregate  cost,  aggregate 
net  proceeds,  and  net  gain  or  loss  on  the 
sale  or  other  disposition  of  any  invest¬ 
ments  not  Included  in  items  1  through  5.  • 

7.  Net  realized  gain  (loss)  on  investments, 
before  taxes  on  income.  Enter  the  net 
total  of  items  1  through  6. 

8.  Provision  for  Federal  and  other  income 
taxes.  State  the  amount  of  Federal  and 
other  income  tax  accruals  relating  to  net 
realized  gain  on  investments. 

9.  Net  realized  gain  (loss)  on  investments. 
Enter  the  balance  resulting  from  the  de¬ 
duction  of  item  8  from  item  7. 

Part  II 

Schedule  1 — Surplus  Reconcilements 

Describe  in  this  schedule  all  activities  in 
accounts  for  paid-in  surplus,  retained  earn-  ~ 
ings,  and  appropriated  retained  earnings  dur¬ 
ing  the  periods  covered  by  the  schedule. 
The  “current  period”  is  the  period  immedi¬ 
ately  following  the  period  for  which  this 
particular  schedule  was  last  submitted  to 
SBA.  In  each  reconcilement  show  opening 
balances,  explanation  of  additions  and  de¬ 
ductions  during  periods,  and  balances  at 
close  of  periods. 

In  Schedule  lb  show  separately  the  recon¬ 
cilements  of  retained  earnings  from  (1)  net 
income,  and  (2)  net.  realized  gain  on  invest¬ 
ments. 

Schedule  2 — Operating  Expenses 

Include  all  operating  expenses  in  this 
schedule.  The  “current  period”  is  the  period 
immediately  following  the  period  for  which 
this  particular  schedule  was  last  submitted 
to  SBA. 

Schedule  3 — Loans  (Section  305) 

Furnish  in  this  schedule  a  summary  of 
loan  activities  under  section  305  of  the  Act 
for  the  period  immediately  following  the 
period  for  which  this  particular  schedule  was 
last  submitted  to  SBA.  List  each  loan  by 
debtor,  terms,  dates,  opening  unpaid  princi¬ 
pal  balance,  additions  during  period,  deduc¬ 
tions  during  period,  unpaid  principal  balance 
at  close  of  period,  amounts  in  excess  of  net 
funds  advanced  included  in  unpaid  principal 
balance  at  close  of  period  (discount,  and  fees 
and  other  charges),  and  unpaid  balance  of 
net  funds  advanced  at  close  of  period,  show¬ 
ing  the  portion  maturing  within  one  year 
and  the  portion  maturing  after  one  year. 
Enter  in  column  (9),  with  a  footnoted  ex¬ 
planation,  the  amount  of  any  funds  repre¬ 
senting  the  undisbursed  portion  of  a 
multiple-disbursement  loan.  The  amounts 
in  columns  (4)  through  (7)  shall  relate  to 
the  face  amount  of  the  loan  and  the  amounts 
in  columns  (10)  and  (11)  shall  relate  to  the 
funds  actually  advanced  to  the  debtor  small 
business  concern.  The  amounts  in  column 
(7)  less  the  amounts  in  columns  (8)  and 
(9)  shall  equal  the  totals  of  the  amounts  in 
columns  (10)  and  (11).  The  totals  of 
columns  (10)  and  (11)  shall  agree  with  items 
6  and  12,  respectively,  of  the  Statement  of 
Financial  Condition. 


Expense 

16.  Commitment  expense.  State  the  total 
amount  of  commitment  expense  on  (1) 
commitments  from  SBA  to  make  funds 
available  on  a  subordinated  debenture, 
(2)  commitments  from  lending  institu¬ 
tions  other  than  SBA,  and  (3)  deferred 
participations  of  other  financial  institu¬ 
tions  in  the  company’s  lending  activities. 

17.  Interest  on  notes  and  other  obligations 
payable  to  SBA.  State  the  total  amount 
of  interest  expense  on  notes  payable  and 
the  subordinated  debenture  payable,  all 
issued  for  funds  borrowed  from  SBA. 

18.  Interest  on  obligations  payable  to  other 
than  SBA.  State  the  total  amount  of  in¬ 
terest  expense  on  (1)  loans  to  small  busi¬ 
ness  concerns  sold  with  recourse  upon  the 
company;  (2)  debt  securities  of  SBCs  sold 
with  recourse  upon  the  company;  (3)  notes 
payable  for  funds  borrowed  from  other 
than  SBA;  (4)  subordinated  and  unsub¬ 
ordinated  debentures  payable  Issued  to 
other  than  SBA;  (5)  mortgages  payable 
for  funds  borrowed;  and  (6)  miscellaneous 
obligations. 
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*  This  schedule  will  comprise  one  or  more 
of  the  following  types  of  loans,  grouped 
under  brief  headings  designating  the  types, 
but  without  need  for  subtotals: 

1.  Direct  ’oans. 

2.  Loans  which  the  “initiating”  investment 
company  shares  with  another  lending  insti¬ 
tution.  The  full  amount  of  loans  in  which 
others  participate  shall  be  shown  in  the 
reports  of  the  “initiating”  company. 

3.  Loans  in  which  the  “participating”  in¬ 
vestment  company  owns  a  participating  in¬ 
terest  in  loans  of  an  “initiating”  company. 
Such  participations  in  loans  of  others  shall 
be  shown  in  the  amount  of  the  “participat¬ 
ing”  company’s  investment  in  the  reports 
of  the  "participating”  company. 

4.  Loans  sold  with  recourse.  Such  loans 
shall  be  stated  in  the  amount  shown  on  the 
company’s  books  after  giving  effect  to  pay¬ 
ments  made  as  reported  to  the  company  by 
the  purchasers. 

All  transactions  during  the  reporting 
period  in  connection  with  loans  outstanding 
at  any  time  during  the  period  shall  be  in¬ 
cluded  in  the  data  summarized  in  the 
schedule  even  if  there  is  no  related  opening 
or  closing  loan  balance. 

In  those  instances  in  which  a  borrowing 
small  business  concern  is  a  real  estate  com¬ 
pany  or  has  in  its  name  the  word  “finance,” 
“investment,”  “mortgage,”  “capital,”  “loan,” 
or  “banking,”  giving  the  impression  that 
such  concern  might  engage  in  lending  opera¬ 
tions,  the  explanation  of  the  type  of  business 
shall  incorporate  a  specific  statement  that 
the  business  activity  of  such  concern  does, 
or  does  not,  involve  the  investing,  lending, 
or  other  providing  of  funds  to  others  in 
exchange  for  an  equity  interest  or  monetary 
obligation. 

Schedule  4 — Debt  Securities  of  SBCs 
(Section  304) 

Furnish  in  this  schedule  a  list  of  all  debt 
securities  of  small  business  concerns  held, 
acquired,  converted,  or  sold  during  the  period 
immediately  following  the  period  for  which 
this  particular  schedule  was  last  submitted 
to  SBA.  List  each  debt  security  by  issuer, 
dates  and  terms,  opening  unpaid  principal 
balance,  additions  during  period,  deductions 
during  period,  unpaid  principal  balance  at 
close  of  period,  amounts  in  excess  of  net 
funds  advanced  included  in  unpaid  principal 
balance  at  close  of  period  (discount,  and  fees 
and  other  charges),  and  unpaid  balance  of 
net  funds  advanced  at  close  of  period,  show¬ 
ing  the  portion  maturing  within  one  year 
and  the  portion  maturing  after  one  year. 
Enter  in  column  (10),  with  a  footnoted  ex¬ 
planation,  the  amount  of  any  funds  repre¬ 
senting  the  undisbursed  portion  of  multiple- 
disbursement  financing  through  purchase  of 
debt  securities.  The  amounts  in  columns 
(3)  through  (6)  shall  relate  to  the  face 
amount  of  the  debt  security  and  the 
amounts  in  columns  (9)  and  (10)  shall  re¬ 
late  to  the  funds  actually  advanced  to  the 
debtor  small  business  concern.  The  amounts 
in  column  (6)  less  the  amounts  in  columns 
(7)  and  (8)  shall  equal  the  totals  of  the 
amounts  in  columns  (9)  and  (10).  The 
totals  of  columns  (9)  and  (10)  shall  agree 
with  the  appropriate  amounts  opposite  items 
7(c)  and  13(c),  respectively,  in  the  State¬ 
ment  of  Financial  Condition. 

The  market  value,  or  fair  value  as  de¬ 
termined  by  the  board  of  directors,  shall  be 
shown  in  column  (11).  Column  (12)  shall 
show  the  percentage  of  each  debtor  small 
business  concern’s  voting  securities  (includ¬ 
ing  those  necessary  to  cover  conversion  of, 
or  exercise  of  stock  rights  attached  to,  the 
debt  securities  described  in  this  schedule) 
v  which  can  be  obtained  by  the  company 
through  conversion  of  debt  securities  held 
or  through  exercise  of  stock  purchase  war¬ 
rants  or  options  attached  to  debt  securities 
held. 


In  those  instances  in  which  a  borrowing 
small  business  concern  is  a  real  estate  com¬ 
pany  or  has  in  its  name  the  word  “finance,” 
“investment,”  “mortgage,"  “capital,”  “loan,” 
or  “banking,”  giving  the  impression  that  such 
concern  might  engage  in  lending  operations, 
the  explanation  of  the  type  of  business  shall 
incorporate  a  specific  statement  that  the 
business  activity  of  such  concern  does,  or 
does  not,  involve  the  investing,  lending,  or 
other  providing  of  funds  to  others  in  ex¬ 
change  for  an  equity  interest  or  monetary 
obligation. 

Schedule  5 — Delinquent  Loans  (Section 
305)  (Not  Shown  Separately  on  State¬ 
ment  of  Financial  Condition) — Allow¬ 
ance  for  Uncollectible  Loans 

Show  in  this  schedule  all  past  due  install¬ 
ments  on  loans  (section  305).  Opposite  the 
name  of  each  small  business  concern  shall  be 
entered  separately  the  total  outstanding  bal¬ 
ance  of  the  delinquent  loan,  column  (2) ,  and 
the  past  due  installments  of  principal  and 
interest,  columns  (3)  and  (4).  The  allow¬ 
ance  for  uncollectible  loans,  when  such  al¬ 
lowance  is  based  upon  estimated  realizable 
value  of  the  individual  loan,  shall  be  shown 
in  columns  (5)  through  (9),  opposite  the 
name  of  each  small  business  concern  so  fi¬ 
nanced,  showing  opening  balance,  additions, 
deductions,  and  closing  balance,  all  relating 
to  the  period  immediately  following  the  pe¬ 
riod  for  which  this  particular  schedule  was 
last  submitted  to  SBA.  Additions  in  column 
(6)  shall  represent  charges  to  uncollectible 
loans  expense.  Those  in  column  (7)  shall 
represent  recoveries  on  loans  previously  writ¬ 
ten  off.  If  the  allowance  for  uncollectibles  is 
based  upon  a  percentage  of  loans  made,  the 
beginning  balance,  additions,  deductions,  and 
closing  balance  shall  be  entered  in  columns 
(5)  through  (9)  opposite  side  caption  No.  2, 
“General  allowance  for  uncollectible  loans.” 
In  any  event  the  final  total  of  column  (9) 
shall  agree  with  the  appropriate  amount  op¬ 
posite  item  12(d)  in  the  Statement  of 
Financial  Condition. 

Schedule  6 — Delinquent  Debt  Securities 
(Section  304)  (Not  Shown  Separately  on 
Statement  of  Financial  Condition) — Al¬ 
lowance  for  Losses  on  Debt  Securities 

Show  in  this  schedule  all  past  due  install¬ 
ments  on  debt  securities  (section  304).  Op¬ 
posite  the  name  of  each  small  business  con¬ 
cern  so  financed  shall  be  entered  separately 
the  total  outstanding  balance  of  the  delin¬ 
quent  debt  security,  column  (2) ,  and  the  past 
due  installments  of  principal  and  interest, 
columns  (3)  and  (4).  The  allowance  for 
losses  on  debt  securities,  when  such  allow¬ 
ance  is  based  upon  estimated  realizable  value 
of  the  individual  debt  security,  shall  be 
shown  in  columns  (5)  through  (8),  opposite 
the  name  of  each  small  business  concern  so 
financed,  showing  opening  balance,  additions, 
deductions,  and  closing  balance,  all  relating 
to  the  period  immediately  following  the  pe¬ 
riod  for  which  this  particular  schedule  was 
last  submitted  to  SBA.  If  the  allowance  for 
losses  is  based  upon  a  percentage  of  debt 
securities  acquired,  the  beginning  balance, 
additions,  deductions,  and  closing  balance 
shall  be  entered  in  columns  (5)  through  (8) 
opposite  side  caption  No.  2,  “General  allow¬ 
ance  for  losses  on  debt  securities.”  In  any 
event  the  final  total  of  column  (8)  shall 
agree  with  the  appropriate  amount  opposite 
item  13(g)  in  the  Statement  of  Financial 
Condition. 

Schedule  7 — Capital  Stock  of  SBCs — Al¬ 
lowance  for  Losses  on  Capital  Stock  of 
SBCs 

Show  in  this  schedule  pertinent  data,  as 
indicated  by  the  column  headings,  with  re¬ 
spect  to  the  capital  stock  of  small  business 
concerns  acquired  by  the  company  during  the 
period  immediately  following  the  period  for 


which  this  particular  schedule  was  last 
mitted  to  SBA.  The  stock  shall  be  show^ 
cost.  Allowance  for  estimated  losses  jj  8t 
shall  be  indicated,  as  well  as  the  market*^' 
fair  value  as  determined  by  the  board  of  d? 
rectors.  The  total  of  column  (9) ,  "Balance 
Cost  Close  of  Period,”  shall  agree  with  th! 
appropriate  amount  opposite  item  14(cn 
the  Statement  of  Financial  Condition '  L, 
umn  (12)  shall  show  the  percentage  0f  each 
financed  small  business  concern’s  voting  gT 
curities  (including  those  necessary  to  cov 
conversion  of,  or  exercise  of  stock  rights  at 
tached  to,  the  capital  stock  described  in  thi» 
schedule)  represented  by  voting  stock  heto 
plus  the  voting  securities  which  can  be  oh. 
tained  by  the  reporting  company  upon  con 
version  of  convertible  stock  held  or  exercise 
of  stock  purchase  warrants  or  options  at¬ 
tached  to  stock  held. 

Part  III 

Schedule  8 — Cash  on  Hand  and  in  BanKs 

Show  in  this  schedule  all  cash  on  hand  and 
in  banks.  Demand  deposits  comprise  bal¬ 
ances  which  are  subject  to  withdrawal 
without  notice.  Cash  items  in  process  of 
collection  represent  those  items  which  have 
been  placed  with  banks  for  collection.  Petty 
cash  shall  represent  the  full  amount  of  the 
petty  cash  imprest  fund.  The  total  of  col- 
umn  (3)  shall  agree  with  item  1  of  the 
Statement  of  Financial  Condition. 

Schedule  9 — U.S.  Government  Obligations, 
Direct  and  Fully  Guaranteed 

List  in  this  schedule  all  securities  owned 
which  have  been  issued  or  guaranteed  by  the 
U.S.  Government,  showing  the  name  of  the 
issuer  and  the  title  of  each  issue.  Other 
required  data,  such  as  interest  rate,  call 
date,  maturity  date,  and  principal  amount 
at  par  of  bonds  and  notes,  may  be  obtained 
by  inspection  of  the  securities  or  from 
records  of  securities  pledged.  The  cost 
shown  in  column  (6)  of  this  schedule  shall 
be  in  agreement  with  item  2  of  the  State¬ 
ment  of  Financial  Condition.  The  current 
market  value  of  the  securities  shall  be 
shown  in  column  (7)  of  the  schedule  and 
shall  agree  with  the  amount  shown  paren- 
thetically  in  item  2  of  the  Statement  of 
Financial  Condition. 

Schedule  10 — Participations  Sold  to  Othei 
Lending  Institutions 

The  “initiating”  company  shall  show  in 
this  schedule,  at  cost,  the  outstanding  bal¬ 
ances  of  participations  by  other  lending 
institutions  in  individual  loans  and  debt 
securities  of  such  “initiating”  company  as 
of  the  reporting  date. 

The  outstanding  totals  of  purchases  by 
others  of  participations  in  loans  (L)  in 
columns  (7)  and  (8)  shall  agree  with  items 
6(a)  and  12(a),  respectively,  of  the  State¬ 
ment  of  Financial  Condition.  The  outstand¬ 
ing  totals  of  purchases  by  others  of  partici¬ 
pations  in  debt  securities  (DS)  in  columns 
(7)  and  (8)  shall  agree  with  items  7(d)  and 
13(d),  respectively,  of  the  Statement  of 
Financial  Condition. 

Schedule  11 — Due  From  Directors, 
Officers,  and  Employees 

Show  in  this  schedule,  for  the  period 
immediately  following  the  period  for  which 
this  particular  schedule  was  last  submitted 
to  SBA,  amounts  due  from  directors,  officers, 
and  employees  for  advances  made  to  them. 
An  explanation  shall  be  furnished  for  any 
amount  written  off  or  for  any  collection 
other  than  in  cash.  Amounts  outstanding 
shall  be  classified  as  current  and  noncurrent 
and  shown  in  columns  (6)  and  (7),  respec¬ 
tively,  the  totals  of  which  columns  dial1 
agree  with  items  9  and  21  in  the  Statement 
of  Financial  Condition. 
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Schedule  12 — Sundry  Assets 

h  w  and  explain  in  this  schedule,  by 
onriate  classification,  the  amounts  of 
sppr0f  the  sundry  assets  which  are  signifi- 
*®*t  in  relation  to  the  amount  of  total 
c“vts  Such  assets  may  include:  (1)  Notes 
livable,  (2)  accounts  receivable,  (3) 
^idends  receivable,  (4)  accrued  interest 
livable,  (5)  funds  in  escrow  pending  clos- 
of  financing,  (6)  other  current  assets, 
'Presenting  current  amounts  due  which  are 
t  accounted  for  under  a  specific  class 

(7)  prepayments  or  deferred 

(8)  unamortlzed  organization 
Lts  and  (9)  other  assets. 

gxpl£tln  clearly  any  provisions  made  or 
methods  in  operation  to  write  off  or 
amortize  any  of  the  amortizable  items  in  this 
schedule. 

Schedule  13— Amounts  Due  From  Debtors 
0h  Sale  of  Assets  Acquired  in  Liquida¬ 
tion  of  Loans  and  Debt  Securities — Al¬ 
lowance  for  Uncollectibles 

Show  in  this  schedule,  by  debtors,  all  ac¬ 
counts  receivable,  notes  receivable,  sales  con¬ 
tracts,  purchase  money  mortgages,  etc.,  car¬ 
ried  during  the  period  in  the  account  for 
amounts  due  from  debtors  on  sale  of  assets 
acquired  in  liquidation  of  loans  (section  305) 
and  debt  securities  (section  304) .  The  in¬ 
terest  rate  and  other  terms  shall  be  given. 
The  balances  at  the  beginning  and  close  of 
the  period  immediately  following  the  period 
for  which  this  particular  schedule  was  last 
lubmitted  to  SB  A  shall  be  shown,  .together 
with  additions  and  deductions  during  such 
reporting  period.  Allowances  for  uncollecti¬ 
bles  based  upon  an  evaluation  of  individual 
amounts  due  shall  be  recorded  in  column  (9) 
opposite  the  name  of  the  debtor.  If  a  gen¬ 
eral  allowance  is  utilized  instead  of  indi¬ 
vidual  allowances,  it  shall  appear  only  at 
the  bottom  of  column  (9). 

Items  in  this  schedule  which  originated 
from  the  sale  of  assets  acquired  in  liquida¬ 
tion  of  participation  loans  or  debt  securities 
shall  be  shown  by  the  “initiating”  company 
in  the  amounts  thereof  opposite  the  names 
of  the  debtors,  and,  on  the  line  directly 
thereunder,  the  “participating”  company’s 
equity  shall  be  enclosed  in  parentheses. 
Any  such  amounts  in  parentheses  shall  not 
be  considered  in  arriving  at  the  totals  for 
columns  (5),  (6),  (7),  and  (8).  The  total 
of  the  amounts  shown  in  parentheses  in 
column  (8)  shall  agree  with  item  15(a)  of 
the  Statement  of  Financial  Condition.  If 
the  company  preparing  this  report  is  the 
“participating”  company,  only  its  equity  in 
amounts  due  from  debtors  on  sale  of  assets 
arising  from  liquidation  of  such  participa¬ 
tion  loan  or  debt  security  shall  be  included 
in  this  schedule. 

The  totals  of  columns  (8)  and  (9)  shall 
agree  with  items  15  and  15(b),  respectively, 
of  the  Statement  of  Financial  Condition. 

Schedule  14 — Assets  Acquired  in  Liquida¬ 
tion  of  Loans  and  Debt  Securities — Al¬ 
lowance  for  Losses 

List  and  describe  in  this  schedule,  by  for¬ 
mer  debtors  (small  business  concerns) ,  all 
assets  carried,  during  the  period  immediately 
following  the  period  for  which  this  particu¬ 
lar  schedule  was  last  submitted  to  SBA,  in 
the  account  for  assets  acquired  in  liquida¬ 
tion  of  loans  (section  305)  and  debt  securi¬ 
ties  (section  304).  The  balances  at  the 
beginning  of  the  reporting  period,  additions 
and  deductions  during  the  period,  and  bal¬ 
ances  at  the  close  of  the  period  shall  be 
shown  in  columns  (3),  (4),  (5),  and  (6). 
The  allowance  for  losses  based  upon  an  ap¬ 
praisal  of  the  assets  held  with  reference  to 
each  small  business  concern  shall  be  recorded 
In  column  (7) .  Current  market  value,  or 


fair  value  as  determined  by  the  board  of 
directors  at  the  close  of  the  period  shall  be 
shown  in  column  (8) .  The  totals  of  col¬ 
umns  (6)  and  (7)  shall  agree  with  items 
16  and  16(b),  respectively,  of  the  Statement 
of  Financial  Condition. 

Assets  acquired  in  liquidation  of  a  partici¬ 
pation  loan  or  debt  security  shall  be  shown 
by  the  “initiating”  company  in  the  amounts 
thereof  opposite  the  names  of  the  debtors, 
and  the  “participating”  company’s  equity 
shall  be  enclosed  in  parentheses  on  the  line 
thereunder.  Any  such  amounts  in  parenthe¬ 
ses  shall  not  be  considered  in  arriving  at 
the  totals  for  columns  (3),  (4),  (5),  and  (6). 
The  total  of  the  amounts  shown  in  paren¬ 
theses  in  column  (6)  shall  agree  with  item 
16(a)  of  the  Statement  of  Financial  Condi¬ 
tion.  If  the  reporting  company  is  the  “par¬ 
ticipating”  company,  only  the  reporting  com¬ 
pany’s  equity  shall  be  included  in  this 
schedule. 

Schedule  15 — Obligations  Payable  to  SBA 

Furnish  in  this  schedule  a  summary,  for 
the  period  immediately  following  the  period 
for  which  this  particular  schedule  was  last 
submitted  to  SBA,  of  the  notes  payable  to 
SBA  and  the  subordinated  debenture  issued 
to  SBA.  The  terms  of  each  note  payable  to 
SBA  shall  be  recorded  in  columns  (2)  and 
(3);  the  unpaid  balance  at  the  beginning 
of  the  period  and  additions  and  deductions 
during  the  period  shall  be  reflected  in  col¬ 
umns  (4),  (5),  and  (6);  and  the  balance 
payable  at  the  end  of  the  period,  segregated 
between  amounts  due  within  one  year  and 
amounts  due  after  one  year,  shall  be  re¬ 
flected  in  columns  (7)  and  (8). 

The  subordinated  debenture  issued  to  SBA 
shall  be  entered  in  this  schedule  in  a  similar 
manner. 

The  total  of  column  (7)  shall  agree  with 
item  25  on  the  Statement  of  Financial  Con¬ 
dition,  and  the  total  of  column  (8)  shall 
equal  the  sum  of  items  41(a)  and  46  in  the 
Statement  of  Financial  Condition. 

Schedule  16 — Obligations  Payable  for 

Funds  Borrowed  From  Other  Than  SBA 

Show  in  this  schedule,  by  creditors,  all 
obligations  payable  for  funds  borrowed  from 
other  than  SBA,  including  (1)  all  notes  pay¬ 
able  for  funds  borrowed  from  other  than 
SBA;  (2)  debentures  payable,  unsubordi¬ 
nated;  (3)  debentures  payable,  subordinated, 
issued  to  other  than  SBA;  and  (4)  mortgages 
payable  for  funds  borrowed  on  corporate 
premises  or  other  real  estate.  Such  liabili¬ 
ties  shall  be  grouped  and  described  by  class 
in  column  (2),  but  subtotals  are  not  re¬ 
quired.  The  terms  of  each  obligation  shall 
be  set  out  in  columns  (3)  and  (4) ;  the  un¬ 
paid  balance  at  the  beginning  of  the  period 
immediately  following  the  period  for  which 
this  particular  schedule  was  last  submitted 
to  SBA  and  additions  and  deductions  during 
such  reporting  period  shall  be  shown  in 
4  columns  (5),  (6),  and  (7);  and  the  balance 
payable  at  the  close  of  the  period,  segregated 
between  amounts  due  within  one  year  and 
amounts  due  after  one  year,  shall  be  re¬ 
flected  in  columns  (8)  and  (9). 

The  total  of  column  (8)  shall  agree  with 
item  26  in  the  Statement  of  Financial  Con¬ 
dition,  and  the  total  of  column  (9)  shall 
equal  the  sum  of  items  41(b)  and  42  in  the 
Statement  of  Financial  Condition. 

Schedule  17 — Capital  Stock  of  Licensee 

Furnish  in  this  schedule  a  complete  de¬ 
scription  of  capital  stock  authorized  and 
capital  stock  issued  and  outstanding,  and 
data  relating  to  special  transactions  involv¬ 
ing  capital  stock. 

In  column  (1)  shall  be  described  the  type 
and  class  of  each  issue,  such  as  common — 
85.00  par,  preferred  (6  percent  Series  of 


1961),  etc.  The  par  value  and  the  stated 
value  of  no-par  stock  shall  also  be  reported 
in  column  (1). 

The  number  of  shares  authorized,  whether 
issued  or  not,  shall  be  reported  in  column 
(2). 

The  number  of  shares  and  amount,  at  par 
or  stated  value,  of  stock  issued  and  not  re¬ 
tired  or  cancelled  shall  be  reported  in  col¬ 
umns  (3)  and  (4).  The  total  of  column 
(4),  plus  the  amount  of  any  declared  stock 
dividends  payable,  shall  agree  with  item  48 
of  the  Statement  of  Financial  Condition. 
The  number  of  shares  held  as  treasury  stock 
shall  be  shown  in  column  (5).  Column  (6) 
shall  represent  the  difference  between  column 
(3)  and  column  (5). 

Column  (7)  shall  be  the  amount  at  par 
or  stated  value  representing  the  number  of 
shares  outstanding  as  shown  in  column  (6). 
The  total  of  column  (8)  shall  represent  the 
amount  of  capital  stock  subscribed  at  the 
subscription  price  and  shall  agree  with  item 
52  of  the  Statement  of  Financial  Condition. 

In  column  (9)  shall  be  reported  the 
amount  of  subscriptions  receivable,  which 
shall  agree  in  total  with  item  52(a)  of  the 
Statement  of  Financial  Condition. 

Column  (10)  shall  show  the  number  of 
shares  (other  than  those  under  option)  re¬ 
served  for  purchase  by  officers  and  employees, 
and  column  (11)  shall  show  the  number  of 
shares  reserved  to  cover  options  and  other 
rights. 

Schedule  18 — Commitments  Outstanding 

Furnish  in  this  schedule,  a  summary  show¬ 
ing  separately,  with  subtotals,  (1)  commit¬ 
ments  to  small  business  concerns  for  equity 
financing  under  section  304  of  the  Act,  as 
amended,  (2)  commitments  to  small  busi¬ 
ness  concerns  for  loans  under  section  305  of 
the  Act,  as  amended,  and  (3)  commitments 
to  financing  institutions  for  deferred  par¬ 
ticipations  in  loans  or  commitments  to  small 
business  concerns. 

Schedule  19 — Detached  Stock  Purchase 
Warrants  or  Options  on  Stock  of  SBCs 

Show  in  this  schedule  pertinent  data  con¬ 
cerning  stock  purchase  warrants  or  options 
on  stock  of  small  business  concerns  which 
have  been  detached  from  the  capital  stock 
or  debt  securities  of  such  concerns  with 
which  they  were  issued  and  are  held  Vf  the 
reporting  company  as  of  the  date  of  this 
report. 

The  small  business  concern  which  issued 
each  stock  purchase  warrant  or  option  is  to 
be  identified  in  column  (1);  column  (2)  shall 
show  the  number  of  shares  called  for;  column 
(3)  shall  specify  the  type  and  class  of  stock 
called  for;  column  (4)  shall  Inform  as  to  the 
grant  and  expiration  dates  of  the  warrant  or 
option;  column  (5)  shall  set  forth  the  price 
or  prices  at  which  the  stock  purchase  rights 
are  exercisable,  showing  the  period  within 
which  each  price  applies;  and  columns  (6) 
and  (7)  shall  show  the  total  number  of  shares 
of  the  small  business  concern’s  voting  stock 
and  nonvoting  stock,  respectively,  which 
are  outstanding  plus  those  covered  by  the 
detached  warrant  or  option  described.  Col¬ 
umn  (8)  shall  show  the  percentage  of  each 
small  business  concern’s  voting  securities,  in¬ 
cluding  those  called  for  by  the  stock  pur¬ 
chase  warrants  or  options  described  in  this 
schedule,  which  can  be  obtained  by  the  re¬ 
porting  company  upon  exercise  of  such  war¬ 
rants  or  options. 

Schedule  20 — Options  on  Licensee’s  Capital 
Stock 

Furnish  in  this  schedule  full  information 
concerning  capital  stock  options  outstanding 
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(34)  Fabricated  metal  products,  except 

ordnance,  machinery,  and  trans¬ 
portation  equipment. 

(35)  Machinery,  except  electrical. 

(36)  Electrical  machinery,  equipment,  and 

supplies. 

(37)  Transportation  equipment. 

(38)  Professional,  scientific,  and  control¬ 

ling  instruments;  photographic 
and  optical  goods;  watches  and 
clocks. 

(39)  Miscellaneous  manufacturing  indus¬ 

tries. 

(1)  The  Activity  Report,  SBA  Form  477, 
includes  the  following: 

Table  1 — Loan  and  Equity  Financing 

Transactions — by  State.- 

Table  2 — Applications  Received. 

Table  3 — Loan  and  Equity  Financing 

Transactions — by  Industry  Grouping. 

Table  4 — Loan  and  Equity  Financing 

Transactions — by  Firm  Size. 

Major  Groupings  of  Nonmanufacturing  and 
Manufacturing  Industries 

(2)  The  Activity  Report,  SBA  Form  477, 
required  by  this  section  to  be  submitted  to 
SBA  by  Licensee  shall  commence  with  the 
report  for  the  six  months  period  ending 
September  30,  1960. 

(3) (i)  Each  Activity  Report,  SBA  Form 
477,  prepared  by  a  Licensee  shall  present  data, 
as  shown  by  the  books  of  account  and  other 
records,  reflecting  the  amounts  of  the  Li¬ 
censee’s  loan  and  equity  financing  transac¬ 
tions  by  the  categories  included  in  these 
tables. 

(ii)  All  money  amounts  required  to  be 
shown  in  the  tables  of  the  Activity  Report, 
SBA  Form  477,  shall  be  expressed  to  the . 
nearest  dollar.  Appropriate  adjustments  of 
individual  amounts  shall  be  made  for  the 
fractional  parts  of  a  dollar,  so  that  the  items 
will  add  to  t  ie  totals  shown. 

(iii)  Loans  in  which  other  companies  par¬ 
ticipate  shall  be  reported  only  by  the  initiat¬ 
ing  company,  which  services  the  loan,  to 
avoid  the  duplication  that  would  otherwise 
occur  when  the  data  from  all  Licensees  are 
combined. 

(lv)  All  copies  of  the  signature  page  of 
the  Activity  Report,  SBA  Form  477,  shall 
bear  the  signature  of  the  chief  financial 
officer,  or  other  person  authorized  by  the 
board  of  directors  to  sign  on  behalf  of  the 
Licensee.  The  date  on  which  the  signature 
is  affixed  shall  be  shown. 

Table  1.  Loan  and  Equity  Financing 
Transactions — By  State  * 

The  amounts  approved  and  amounts  dis¬ 
bursed  during  the  period  covered  by  the 
report  for  loans  and  for  equity  financing, 
and  the  number  of  individual  small  business 
concerns  involved  for  each  type  of  financing, 
shall  be  classified  by  state,  on  the  basis  of 
the  principal  office  location  of  the  small- 
business  concern.  With  respect  to  multiple- 
disbursement  loan  or  equity  financing,  a 
firm  shall  be  included  in  the  number  count 
in  column  (4)  or  column  (8)  only  the  one 
time  when  the  initial  disbursement  is  made. 
Subsequent  disbursements  to  the  same  firm 
under  the  same  loan  or  the  same  equity 
financing  shall  serve  only  to  increase  the 
amount  disbursed  or  the  amount  purchased 
shown  in  column  (5)  or  column  (9),  with¬ 
out  altering  the  number  count.  The  data 
reflected  in  this  table  shall  be  listed  in 
the  alphabetical  sequence  of  the  names  of 
the  states.  The  amounts  of  loans  and  equity 
financing  approved  shall  not  be  decreased 
by  cancellations  following  formal  approval 
action. 

Table  2.  Applications  Received 

This  table  shall  reflect  information  as  to 
both  the  number  and  the  dollar  amount  of 
specific  financing  applications  received  from 
small  business  concerns  during  the  period 
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License  No. 


months  ended 


Name  of  licensee 


Report  for  the 


Table  4 —Loan  and  equity  financing  transactiom-rby  firm  size 


Manufacturing  firms  for  which  financing  was 
approved  this  period 


lanufacturing  firms  for  which  financing  was 
approved  this  period 


Equity  financing 
proposals 
approved 


Equity  financing 
proposals 
approved 


Loans  approved 


Loans  approved 


Firms  by  em¬ 
ployment  size 


ms  by  annual 
sales  size 


Num¬ 
ber  of 
firms 


Amount 

ap¬ 

proved 


Amount 

ap¬ 

proved- 


Num¬ 
ber  of 
firms 


Amount 

ap¬ 

proved 


Amount 

ap¬ 

proved 


Num¬ 
ber  of 
firms 


0  to  9  employees. 
10  to  19  em¬ 
ployees... . 

20  to  49  em¬ 
ployees . 

60  to  99  em¬ 
ployees . 

100  to  249  em¬ 
ployees . 

250  or  more  em¬ 
ployees... . 

Data  not  avail¬ 
able . 


•«“2,0s£r' 


$500,000  to 

yfoppp . 

$1,000,000  to 

$1,999,999 . 

52,000,000  or  more. 
Data  not  avail- 


Total  manu¬ 
facturing 
firms . . 


Total  non¬ 
manufac¬ 
turing 
firms . 
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MijOB  Groupings  of  Nonmanufacturing  and 
Manufacturing  Industries  (Based  on 
Standard  Industrial  Classification  Man¬ 
ual) 

Nonmanufacturing  Industries 

(01)  Commercial  farms. 

(02)  Noncommercial  farms. 

(07)  Agricultural  services  and  hunting  and 
trapping. 

(08)  Forestry. 

(09)  Fisheries. 

(10)  Metal  mining. 

(11)  Anthracite  mining. 

(12)  Bituminous  coal  and  lignite  mining. 
(18)  Crude  petroleum  and  natural  gas. 

(14)  Mining  and  quarrying  of  nonmetallic 

minerals,  except  fuels. 

(15)  Building  construction — general  con¬ 

tractors. 

(16)  Construction  other  than  building 
'  construction — general  contractors. 

(17)  Construction — special  trade  con¬ 

tractors. 

(40)  Railroad  transportation. 

(41)  Local  and  suburban  transit  and  in- 

terurban  passenger  transportation. 

(42)  Motor  freight  transportation  and 

warehousing. 

(44)  Water  transportation. 

(45)  Transportation  by  air. 

(46)  Pipe  line  transportation. 

(47)  Transportation  services. 

(48)  Communication. 

(49)  Electric,  gas,  and  sanitary  services. 

(52)  Retail  trade — building  materials, 

hardware,  and  farm  equipment. 

(53)  Retail  trade — general  merchandise. 

(54)  Retail  trade — food. 

(55)  Automotive  dealers  and  gasoline 

service  stations. 

(56)  Retail  trade — apparel  and  acces¬ 

sories. 

(57)  Retail  trade — furniture,  home  fur¬ 

nishings,  and  equipment. 

(58)  Retail  trade — eating  and  drinking 

places. 

(59)  Retail  trade — miscellaneous  retail 

stores. 

(60)  Banking. 

(61)  Credit  agencies  other  than  banks. 

(62)  Security  and  commodity  brokers, 

dealers,  exchanges,  and  services. 

(63)  Insurance  carriers. 

No.  130— Pt.  II - 5 


(64)  Insurance  agents,  brokers,  and  serv¬ 

ice. 

(65)  Real  estate. 

(66)  Combinations  of  real  estate,  insur¬ 

ance,  loans,  law  offices. 

(67)  Holding  and  other  investment  com¬ 

panies. 

(70)  Hotels,  rooming  houses,  camps,  and 
other  lodging  places.  • 

(72)  Personal  services. 

(73  )  Miscellaneous  business  services. 

(75)  Automobile  repair,  automobile  serv¬ 

ices,  and  garages. 

(76)  Miscellaneous  repair  services. 

( 78 )  Motion  pictures. 

(79)  Amusement  and  recreation  services, 

except  motion  pictures. 

(80)  Medical  and  other  health  services. 

(81)  Legal  services. 

( 82 )  Educational  services . 

(84)  Museums,  art  galleries,  botanical  and 
zoological  gardens. 

(86)  Nonprofit  membership  organizations. 

(88)  Private  households. 

( 89 )  Miscellaneous  services. 

(92)  Wholesale  trade — building  materials, 
hardware,  and  farm  equipment. 
(94)  Wholesale  trade — food. 

(96)  Wholesale  trade — apparel  and  acces¬ 

sories. 

(97)  Wholesale  trade — furniture,  home 

furnishings,  and  equipment. 

(99)  Wholesale  trade — miscellaneous. 

Manufacturing 

(19)  Ordnance  and  accessories. 

(20)  Food  and  kindred  products. 

(21)  Tobacco  manufactures. 

(22)  Textile  mill  products. 

(23)  Apparel  and  other  finished  products 

made  from  fabrics  and  similar 
materials. 

(24)  Lumber  and  wood  products,  except 

furniture. 

(25)  Furniture  and  fixtures. 

(26)  Paper  and  allied  products. 

(27)  Printing,  publishing,  and  allied  in¬ 

dustries. 

(28)  Chemicals  and  allied  products. 

(29)  Petroleum  refining  and  related  in¬ 

dustries. 

(30)  Rubber  and  miscellaneous  plastics 

products. 

(31)  Leather  and  leather  products. 

(32)  Stone,  clay,  and  glass  products. 

(33)  Primary  metal  industries. 
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covered  by  the  report,  regardless  of  the  action 
taken  thereon. 

Table  3.  Loan  and  Equity  Financing 
Transactions — by  Industry  Grouping 

This  table  shall  show  by  major  industry 
grouping  the  amounts  approved  and  amounts 
disbursed  during  the  period  covered  by  the 
report  for  loans  and  for  equity  financing, 
and  the  number  of  individual  small  business 
concerns  involved  for  each  type  of  financing. 
With  respect  to  multiple-disbursement  loan 
or  equity  financing,  a  firm  shall  be  included 
in  the  number  count  in  column  (4)  or 
column  (8)  only  the  one  time  when  the 
initial  disbursement  is  made.  Subsequent 
disbursements  to  the  same  firm  under  the 
same  loan  or  the  same  equity  financing  shall 
serve  only  to  increase  the  amount  disbursed 
or  the  amount  purchased  shown  in  column 
(5)  or  column  (9),  without  altering  the 
number  count.  The  amounts  of  loans  and 
equity  financing  approved  shall  not  be  de¬ 
creased  by  cancellations  following  formal 
approval  action. 

The  major  industry  groupings  are  based 
on  the  Standard  Industrial  Classification 
Manual  issued  by  the  Office  of  Statistical 
Standards,  U.S.  Bureau  of  the  Budget.  The 


individual  groupings  (by  2-dlgit  code  num¬ 
ber  and  title)  are  listed,  in  the  numerical 
sequence  of  the  code  numbers,  on  page  5 
of  the  Activity  Report,  SBA  Form  477.  This 
represents  the  complete  listing  of  the  major 
groupings  of  nonmanufacturing  and  manu¬ 
facturing  Industries  shown  in  the  SIC  Man¬ 
ual,  plus  additional  groupings  for  wholesale 
trade.  Obviously,  many  of  ,the  types  of 
businesses  included  therein  would  not  be 
eligible  for  SBIC  financing.  Each  small  busi¬ 
ness  concern  involved  can  be  classified  in 
only  one  major  grouping  for  reporting  pur¬ 
poses,  even  though  the  firm  may  engage  in 
multiple  activities.  The  classification  as¬ 
signed  for  multiple  activity  firms  shall  be 
that  covering  the  primary  activity  of  the 
firm,  based  on  anticipated  dollar  sales  or 
income,  etc.,  as  is  most  representative. 

The  table  is  in  two  parts  to  permit  show¬ 
ing  data,  including  totals,  for  nonmanufac- 
tur»ng  industries  separately  from  those  for 
manufacturing  industries,  plus  grand  totals 
for  the  period  for  both  types  of  industries. 
The  grand  totals  for  all  industries  shall  be 
identical  with  the  totals  by  states  given  in 
Table  1.  The  “Description”  column  (col. 
1)  on  each  page  of  the  table  shall  reflect 
the  code  number  and  related  title  of  the 


grouping  for  each  industry  grouping  rew. 
sented  by  the  small  business  concern*  ' 
volved.  These  code  numbers  and  relate 
titles  shall  be  entered  in  numerical  ™ 
quence  to  facilitate  consolidation  of  uT 
reports  from  all  SBICs.  "• 

Table  4.  Loan  and  Equity  Financing 
TRANSACTipNS — by  Firm  Size 

The  amounts  approved  during  the  period 
covered  by  the  report  for  loans  and  for  equitv 
financing,  and  the  number  of  individual 
small  business  concerns  involved  for  each 
type  of  financing,  shall  be  classified  In  this 
table  on  the  basis  of  size  of  the  firms.  Sen 
arate  classifications  shall  be  shown  for  non! 
manufacturing  firms  and  manufacturing 
firms.  The  total  number  of  nonmanufactur- 
ing  firms  and  the  total  financing  approved 
therefor  shown  in  Table  3  for  each  of  the 
two  types  of  financing  shall  be  classified  in 
Table  4  on  the  basis  of  annual  sales  size 
of  the  firms.  The  total  number  of  manu¬ 
facturing  firms  and  the  total  financing  ap' 
proved  therefor  shown  in  Table  3  for  each  of 
the  two  types  of  financing  shall  be  class!-  I 
fled  in  Table  4  on  the  basis  of  employment 
size  of  the  firms. 

[F.R.  Doc.  61-6450;  Filed,  July  7,  1901- 

,  8:50  a.m.] 


